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THE WHITE HOUSE 

WASHINGTON 

June 19, 1978 

Stu Eizenstat 
Bob Lipshutz 

'?P �--.,) '7{ 1 �r 1 

. ., l -" .. I 

The attached was returned in 
the President's outbox today 

·and is forwarded to you for 
you;r information. 'l'he signed 
original has been given to 
Bob Linder for appropriate 
handling. 1 

Rick Hutcheson 

cc: Bob Linder 
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MEMORANDUMFOR THE 

FROM: 

RE: 

BOB 
STU 

CAB 
(1) 

(2) 
(3) 

THE WHITE HOUSE 

WASHINGTON 

June 17, 1978 

PRESIDENT _,.J, ri­
LIPSHUTZ ((/ (\ j . 

EIZENSTAT � 

Decisions: 
TACA International Airlines� S.A. 
Docket 32220 
AEROPERU - Docket 31360 
Compania Mexicana De Aviacion, S.A. 
Docke-t 322·96 

The CAB proposes·to issue air carrier permits which would: 

(1) authorize TACA {a carrier controlled by citizens of 
El Salvador) to conduct charter and scheduled flights 
between San Salvador 1 .:� 1 Salvador and Miami or New 
Orleans with intermediate stops·at various Central 
American cities; 

(2) authorize AeroPeru to conduct flights between Lima, 
Peru and l-1iami and New York 1 on the one hand 1 and 
Lima, Peru and Los Angeles, on the other, until July 71 
1978, the expiration date of an understanding between 
the respective governments which is being renegotiated; 

(3) au.thori.ze Campania Mexicana to conduct flights over 
13 routes specified in the recently amended bilateral 
aviation agreement with the Mexican qovernment. 

The interested agencies have no objection to the Board's 
proposed orders. lve recommend that you approve them. 

�prove Disapprove ---

(THREE SIGNATURES REQUESTED) 
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THE WHITE HOUSE 

WASHINGTON 

June 19, 1978 

.Jim Mcintyre 

The attached was returned in the 
President's outbox today and is 
forwarded to you for your informa­
tion. The signed original has been 
given to Bob Linder for appropriate 
handling. 

Rick Hutcheson 

cc: Bob Linder 

REPORT ON REVIEW OF FEDERAL 

PLANNING REQUIREMENTS AND PLAN 

FOR IMPLEMENTATION OF REFORMS 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D .. C. 20503 

JUN 5 1978 

MEMORANDUM FOR THE PRESIDENT 
, 

FROM: JAMES T. MciNTYRE, Jr. � 
SUBJECT: Report on Review of Federal Plan n in g  Requiremen t s  

an d Plan for Implemen t ation of Reforms 

Backgroun d 

On July 19, 1977, you issued a direct ive t o  t he heads of 
depart men t s  an d agen cies t o  con duct a zero-base review of 
plan nin g requiremen t s  imposed on Stat e an d local govern ­
men t s  as a condition of receipt of fin an cial assistance. 
The object ive was to ident ify opport un it ies t o  elimin at e, 
simplify, and consoLidat e t hese requirement s. You directed 
OMB t o  assist t he agencies with these reviews an d report on 
t heir progress. This memoran dum is t o  advise you of t he 
result s t o  dat e an d plan s for furt her act ion . 

Review Comrrient s 

In response t o  your directive, we ident ified 162 Federal . 
assistan ce programs in 17 Federal agencies which impose plan ­
n in g  requirements as a con dition for receivin g fin ancial 
assist an ce. Over 4,000 separat e plan n in g  an d relat ed require­
men t s  were iden t ified an d evaluat ed by the agencies an d an 
OMB-led in t eragency t ask force . •  

It is clear from our review t hat Federal officials have 
differing perspectives on t he n eed for an d charact er of 
plan n in g  requirement s from those of State an d local officials. 
Fede·ral agencies view plann in g requiremen t s  as a major adminis·­
trat ive t echn ique for assurin g. that programs meet st at utory 
inten t an d n ational policy objectives an d are well managed. 
St at e an d local govern ment s con cede t he n eed for some form of 
Federal plan n in g  requiremen t s. However, t hey fin d t hat these 
requirement s  are t oo numerous, prescript ive, in flexible, an d 
duplicat ive. In short , St ate an d loca.l officials view t hese 
requirement s as very burdensome. This report at tempt s t o  
strike a balan ce bet ween these differin g perspect ives. 



THE WHITE HOUSE 

WASHINGTON 

MEMORANDUM FOR THE HEADS OF 

EXECUTIVE DEPARTMENTS AND AGENCIES 

SUBJECT: Implementation of Federal Planning 
Requirements and Reform Proposals 
for Domestic Assistance Grants 

Last July I requested a thorough review of all Federal 
planning requirements accompanying Federal assistance 
programs. The findings confirm that Federal planning 
r�quirements are complex and pervasive. 

The more than 4,000 identified planning requi.rem.ents 
attached to over 160 Federal financial assistance pro­
grams administered by 17 Federal agencies vary greatly 
in methodology, governmental level of primary impact, 
utility and importance. 

Many of them are n�cessary to ensure that Federal assis­
tance programs comply with the law. But others are 
obviously unnecessary. Some may actually thwart the 
purposes they were intended to achieve. These should 
of course be eliminated or corrected. The rest should 
be rewritten as simply and understandably as human beings 
can make them. 

Please start doing this immediately. You should consult 
with other Federal agencies, the Congress, State and local 
governments, and other interested parties. 

I have asked the Director of the Office of Management 
and Budget to monitor your efforts, g1v1ng a progress 
report in January 1979, and a final repOrt in July 1979. 



"FHE WHITE HOU,SE 

WASHINGTON 

June 16, 1978 

MEMORANDUM FOR THE PRESIDENT 

FROM: Jack Watson� 
SUBJECT: PROPOSED A!.JNDA FOR THE CAB I NET 

MEETING ON MONDAY,· JUNE 19, 1978 

I. 

(1) 

(2) 

(3) 

In my weekly report I outlined some comments that 
you might want to make regarding Cabinet Members' 
follow-up.on federal aid reform. I shall have a 
copy of your September 9 directi v·e for each of them 
at the Cabinet meeting, on Monday morning. I have 
been in touch with mos·t of the Cabinet Membexs in 
the last two weeks regarding public official 
"feedback" we have received on their efforts to 
implement your directive. I have also sent each 
of them a memorandum outlining some of the specific 
problems they need to address. A word from you on 
the subj<ect would be helpful. 

As you know, there continues to be a serious problem 
in getting strong departmental support for hqlding the 
line against Cong.ress·ional increases in the FY 79 
budget. A strong comment by you on the subject would 
be appropriate. 

A couple of Cabinet Members have g.i ven the OMB overview 
on the FY 80 budget (using the OMB charts) to the 
Assistant Secretaries and other policy members in 
tlieir Departments with apparently very good results. 
OMB is preparing view graphs for other departments to 
use if they would like to make similar presehtations. 
I think it is a good idea. We are also considering 
similar briefings for the Federal Regional Councils� 
You might mention that these further briefings consti­
tute a good way to get other people in the Departments 
sensitized to the need for budget restraint in preparing 
the FY 80 budgets and encourage Cabine.t Members to 
follow through with them. 
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(4) Tim Kraft asked that you mention that the Democratic 
Midterm Confenence will be held in Memphis, Tennessee 
on December 7-10_. Cabinet Members will be asked to 
partiCipate in briefing sessions at the Conference 
and should alert their schedulers to this. John 
White will be in touch with them individually about 
the Conference soon. 

II. Status Reports on Current Priority Domestic Issues: 

Anti-inflation policy� 
Labor law reform � 

Energy legislation -
Civil Service reform� 
Hospital cost containment � 

Labor/HEW appropriations bill '­

USDA appropriations bill 
Airline deregulation and noise bills� 
DoT appropriations bill � 

Defense appropriations bill -
Water projects '--

III. Foreign Affairs: 

Turkish arms embargo� 
NATO hearings 
Cy Vance's scheduled testimony before 

HIRC on U. S. policy towards the 
Soviet Union and Africa 

Foreign assistance appropriations 

cc: Tpe Vice President 



COUNCIL OF ECONOMIC ADVI�ERS 

WASHING;J"ON 

CHAR·LES L. SCHULTZE, CHAIRMAN 

LYLE E. GRAMLEY 

WILLIAM D. NORDHAUS 

June 15, 1978 

EYES ONLY 

MEMORANDUM FOR THE. PRESIDENT 

Subject: 

E. Gramley�V/ 
Housing Starts and Personal Income 

FROM: Lyle 

in May 

Figures on housing .s.tarts and personal income in 
May will be released tomorrow {Friday, June 16) about 
2:30 p. m. 

Housing Starts 

New housing starts declined 5 perce11t in May to an annual 
rate of 2.075 million. Decli11es occurred in both single-
family and multi-family units and were widespread geographically. 
New residential building permits also declined in May, by about 
9 percent. These changes ar.e not large for statistical series that 
typically have large month-to-month variability. 

Hous.ing starts and residential building pe-rmits both 
increased strongly in March and April as builde-rs sought to 
make up for January-·February losses due to adverse weather. 
The May decline may ref.lect no more than the end of this 
temporary stimulus to activity. On the other hand, the May 
decl.ine may be the first sign that rising mortgage interest 
rates and decreasing mortgage credit. availability are taking 
their toll. We have no way of knowing at this time which of 
these explanations is the more likely. 

Personal Income 

Personal income rose by 0.9 percent in May, compared 
with increases of 1.3 percent in both March and April. A much 
smaller rise in total wage and salary disbursements in May 
than in the previous two months was the pri11cipal reason •. 

T}le reduced growth of wage. a11d salary payments in May does not 
come a·s a surprise, since employment growth slowed,, the .length 
of the work week declined, and the rise in average hourly 
earnings was small. 

· 
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In Charlie Schultze:' s. recent overview memo on economic 
deve-lopments, he expressed the view that the monthly pattern 
of economic indicators in the second quarter would show a 
levelling. in the pace of expansion following the March-April 
rebound. These May housing starts and personal income figures 
are consistent with that view. 



DEPARTMENT OF s
'
:rATE 

AM:BASSADOR AT LARGE 

WASHINGTON 

MEMORANDUM FOR THE PRESIDENT 
THE WHITE HOUSE 

June 15, 1978 

Pursuant to your agreement with Geisel, I explained 
our new law to Foreign Minister Silveira and his 
technical advisers this week. It appe?-rs that Brazil 
will meet the law's conditions to permit us to supply 
their first power reactor, but prospects are not bright 
for broader cooperation or for any change in the·ir 
policy re going for a national ' full fuel cycle 
capability. 

I leave on Thursday, the 22nd, for South Africa to 
try to g.et that government to keep its nuclear efforts 
peaceful. The chance of our making any progress would, 
I think, be increased if I.could have a few minutes of 
your time next week. · 

mith 

CON�AL 
,;?' 

DECLASSIFIED 

Per; R�c Pm.:.�..lect=--­

E:=:.;:':,1: f':LC-t1.6·/l·l-f-S 

BY &� , -;.�\O!JE ���/11 

,·�' ./,', 
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THE WHITE HOUSE 

WASHINGTON 

June 17, 1978 

MEMORANDUM FOR THE PRESIDENT 

FROM: RICK HUTCHESON fSu.t £.� tJ<-{.It-

SUBJECT: Status of Presidential Requests 

MCINTYRE: 

1. (5/21) (and Eizenstat) Expedite Pension Commission; 
prepare statement for the President -- In Progress, 
(awaiting Mr. Kirbo'..s agreement to serve on commis­

sion) . 

WATSON: 

1. (5/12) (and Mcintyre) The President wants a small, 
clear and clean assignment of personnel under Jack 
to: a) continue what he is doing now; and b) to 
coordinate urban policy implementation. Work to­
gether, expedite, and then see the President with 
your joint recommendation on the implementation of 
the inter-agency coordinating council -- I:n Progress, 
(memo from Watson and Mcintyre expected 6/20). 

BRZEZINSKI: 

1. ( 6/5) You and Schle.s.ing.er set up a brief meeting for 
a lab director and the Pres'ident concerning z.ero­
yield comprehensive test ban. The President wants 
to know: a) how the device works, and b) what the 
Soviet position is on this issue -- Done. 

2. (6/14) Commen.t tomorrow on the letter from Senator 
Thurmond conerning the adverse impacts on our country 
in connection with the proposed exchange of instru­
ments of ratification and protocal of exchange re­
lating to Panama Canal Treaties in Panama on Friday 

Done. 

WISE: 

1. ( 6/12) Comment on the letter from Harold Brown in­
viting the President to the 6/30 ceremony honoring 
General Jones, Allen and Admiral Hayward as they 
become new members of Chiefs of Staff -- Done. 

\ 
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V. WEAVER: 

1. ( 6/12) Comment on your Weekly Report entry about the 
SBA concern over proposed regulations for floodplain 
management and wetlands protection; and the manner in 
which regulations could effect serious delays in ]loan 
processing -- In Progress, (memo recieved from Weaver, 
Stu is reviewimg, expected 6/20). 

SECRETARY CALIFANO: 

1. (6/12) Get the President a memo formally requesting an 
hour of the President's time in the last 10 days of 
June for the public announcement of NHI principles -­

Done (for 6/14 meeting). 

JORDAN: 

1. (6/12) We need to move on TVA -- In Progress, (memo 
from Kraft and Gammill expected 6/20) • 

ARMY SECRETARY ALEXANDER: 

1. ( 2/9) Please act without delay to recommend several 
nominees for Assistant Secretary of the Army for 
Civil Works. The President will consult with you 
personally before making the appointment -- In 
Progress, (expected 6/20) 

:_:t�-- .. 
.,:, . 
·.:;·;. 
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THE WHITE HOUSE 

WASHINGTON 

. June 19, 1978 

Jack watson 

The attached was returned in the 

President's outbox today and is 

forwarded to you for appropriate 

handling. 

Rick Hutcheson 

STATUS REPORT 
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THE WHITE HOUSE 

WASHINGTON 

MEr.10RANDm1 FOR THE PRESID� 
FROM: JACK WATSON k 

SUBJECT: for the Week Ending June 16, 1978 

Rural Initiative 

T.his week and next we are convening the first meetings of 
inter·-agency working groups to deal with chronic administra­
tive problems among .agencies responsible for dealing with 
small towns and rural areas regarding: 

0 

0 

0 

0 

Rural Health 
Rural Housing 
Transportation 
Water and Sewer Programs 

Attached is a memorandum outlining the nature of the work to 
be un dertaken and the specific '1products" we expect to have 
ready within the next six months. 

U.S. Conference of Mayors 

As you know, the v
'
ice President is speaking at the Conference 

next Tuesday; my staff and I will be there earlier in the week. 
The incoming Chairman of USC�·1 is Hayor Bill �1cNichols of 
Denver. Next in line is Mayor Richard Carver of Peoria. 

Location of Federal Facilities 

You as ked me to work with Jay Solomon to encourage agencies 
to relocate from suburban areas into the cities. rn·fact, 
we h ad already discussed the issue in the IACC. vlal t Kallaur 
on Jay's staff is devi.sing a review system for facility 
siting problems, and the IACC members will be responsible 
in their agencies for following through. 
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Fede.ral Aid Reform Follow-up 

At the next Cabinet meeting, you may wish to refer to the 
importance you place on agenciestfollowing up on the djrective 
you gave them last September 9 to reform their systems for 
disburs�ng over $70 billion in federal aid to state and local 
governments each year. r.1ore focused comments would be helpful 
in your meeting with individual Cabinet members in the weeks 
alternate to the Cabinet meeting.s. At the Cabinet meeting, 
the following points would be in order. 

0 

0 

0 

0. 

0 

Federal Aid RefQrm continues to be one of 
your priorities and a key element in the 
Administration's goal of "making government 
work;" 

Elimination of waste and unnecessary duplication 
in federal aid is even more important given the 
national sentiment on Proposition 13 and the 
budgetary objectives of this Administration; we 
must make every program dollar count if we are 
to achieve our goal of targeting federal aid 
and properly allocating scarce federal dollars; 

Jack Watson has been in touch with most of you 
in the past few weeks with reg.ard to public 
official feedback received on agency efforts thus far 
to implement your September 9th directive; 

You expec.t Cabinet Secre·taries to take a personal 
interest in completing the follow-up and addre.ssing 
the problems identified from field comments; and 

You have asked Jack to provide you with a status 
report on the agency activities to implement the 
reforms on the first anniversary of the initiative 
September 9. 

You may wish to hand out copies of your initiatives to the 
Cabinet last fall as a prod to fulle-r compliance. If you 
wish to do so I will have copies available at the Cabinet 
meeting. 

I will provide you with a one-page summary of the federal 
aid reform efforts and public criticism of each department 
prior to your individual meetings with Cabinet Secretaries 
or agency heads. 

•. ', 

. ...... 
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Interagency Coordinating Council {IACC) Announcements 

We are trying to arrange periodic announcements of coordinated 
and innovative interagency efforts by the departments in 
operating their programs. 

SBA 

As you know, on Thursday, the First Lady announced 
a HUD/HEW project which will provide community­
based housing with supportive services for the 
deinstitutionalized mentally ill. 

On Friday, EPA and DOT announced the integration 
of their transportation and air quality planning 
processes. From now on, state and lQcal govern­
ments will prepare both air quality and transporta­
tion plans under a common set of guidelines, and 
both agencies will jointly review the plans at the 
regional level in an effort to detect problems and 
correct them before projects get too far along. 
It is an unprecedented move for the two agencies 
which promises some very good results. 

Our next event will be the announcement of a 
major urban housing initiative. HUD has earmarked 
$180 million to rehabilitate and improve 20-25 

major public housing projects. It is the begin­
ning of a long-term effort by HUD to deal with the 
problem of deteriorating conditions in many large, 
often crime-ridden; public housing complexes across 
the nation. During the. next couple of weeks, we 
will be working to bring other agency resources to 
bear on the program, particularly DOL's jobs money 
to hire unemployed youth living in the housing 
projects to do the rehab work, and LEAA to help 
provide innovative security features such as neigh­
borhood patrols and "defensible space" architecture. 

If a significant interagency commitment can be 
lined up in advance of HUD's announcement, we will 
arrange for Pat Harris and the other�agencies to 
make the announcement at the White House. The 
crime prevention aspects could be a significant 
part of this effort. 

The surety bond issue between m.m and SBA that Vernon Weaver 
mentioned in his last weekly report has been resolved to 
the satisfaction of both parties. 

Proposition 13 

A status report of recent events is attached. 
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THE WHITE HOUSE 

WASHINGTON 

June 16, 1978 

MEMORANDUM FOR THE PRESIDENT � 
Jack Wats�* FROM: 

SUBJECT : 

Larry Gil"u
�

'

' small Town and Rural Tn1.t1.at1.ves 

As an analog to our efforts to implement the Urban Policy, 
and in keeping with your emphasis on reviewing existing 
programs and finding ways to make them work better, we have 
undertaken a major effort to rationalize federal programs 
targetted toward the problems of rural areas and small 
towns. 

In collaboration with Stu's staff and operating officially 
under the auspices of the statutorily created Assistant 
Secretaries' Working Group on Rural Development, we are 
focusing on the major, long-standing administrative 
problems in four areas: 

o Health 
o Housing 
o Transportation 
o Water and Sewer Programs 

We have established interagency task forces and developed 
work plans to produce at least the following firm results 
over the next six months: 

I. Health 

o Health care Facilitt·es 

We want to develop a memorandum of agreement 
between USDA and HEW under which HEW will 
direct funds to rural communities through 
the Rural Health Clinic Act, Medicare, Medicaid, 
and other sources sufficient to provide greater 
predictability than has been the case in the 
past. In turn, USDA would fund the construc­
tion of health clinics and long-term care 
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facilities--not just hospitals--since the 
greater funding certainty would make the USDA 
loan risk acceptable. Such an agreement will 
end the historical practice whereby about 
70 percent of all Farmers Home Administration 
(FmHA) construction loans are made for hospital 

construction, whereas almos.t none is made to 
flexible facilities of the kind HEW believes 
rural communities really need. 

An HEW task force. has been convened to examine 
ways in which schools can be encouraged to 
share their facilities with local health programs. 

o Health Manpower 

HEW and DOL are developing an interagency agree­
ment regarding the use of CETA funds to provide 
preventive and supportive services in rural 
health centers. 

A meeting with selected deans of medical schools 
serving rural states will be convened to explore 
ways to encourage those schools and their students 
to devote more attention to the kinds of skills 
needed in rural praetices and to encourage the 
graduates to locate in rural areas. 

HEW is clarifying the Administration's policy 
on the placement of National Health Service 
Corps personnel in rural and urban areas. Rural 
interests fear a decrease in the number of Corps 
personnel available to serve in medically­
underserved rural.areas. We need to emphasize 
that our expansion of the pool of Corps members 
will make it possible to expand Corps activity 
in urban areas--as promised in the Urban Policy-­
while at least maintaining the current levels 
of Corps activity in rural areas. 

HEW is developing ways to promote the full 
implementation of the Rural Health Clinic Act 
which you signed and which recognizes the expand­
ing use of physicians' assistants and nurse 
practitioners as alternatives to doctors. Where 
changes in the administration of the program seem 
appropriate, they will be pursued. 
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o Emergency Medical Servic·es 

I have a'sked HEW to take· the lead in developing 
a demonstration program in emergency medical 
conununications. Involving the participation of 
DOT, DOD, Conunerce and LEAA, as well as HEW, 
ten sites will be selected for pilot projects. 

II. Housing 

o Construction Standards 

HUD and FmHA are working to coordinate their 
regulations on building materials, central heating, 
insulation, lot size, lot location, access roads, 
etc., in an effort to assure that the uniform 
standards are appropriate for rural lifestyles. 

o Local Capacity/Credit 

We are developing a pilot project with the 
Federal Home Loan Bank Board and other financial 
regulatory agencies under which those entities 
would encourage local rural banks and savings and 
loans to conunit certain funds for homeownership 
and restoration in their own conununities. States 
would agree to maintain deposits in local banks 
which participated. The regulatory agencies 
would underwrite the costs of placing a rural 
housing coordinator in each target community. 

An agreement is being negotiated under which FmHA 
will agree to sell some of its repossessed rural 
housing stock to specially created Community 
Development Corporations administered by CSA. 
The housing would be restored using DOL subsidized 
workers and then sold to low-income residents 
under a FmHA mortgage and rent subsidy program. 

A joint prog.ram involving HUD, FmHA, ACTION, and 
and CSA is being developed to increase technical 
assistance to rural housing organizations, 
especially non-profit community agencies. 
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III. Transportation 

o coordination ·of· C'ate·go:ric·al Grant Programs 

A "core" of uniformly accepted administrative 
pro.cedures for administering categorical public 
transportation programs is being developed. 
(GAO identified 114 such programs.) 

An agreement among HEW, DOT, and others is being 
negotiated to faci.li tate sharing resources among 
separate programs (vehicles, personnel, costs). 

Common vehicle standards and regulations are 
being prepared among HEW, DOT, and others. 

A strategy for easing state regulations for 
insurance of rural public transportation vehicles 
is being prepared. 

Under DOT leadership, four sets of hearings and 
field visits to rural areas on rural transporta­
tion are being conducted in late June and July. 

o Jobs/Commuter Transportation 

DOL and EDA are developing an agreement for use 
of CETA money to help in transporting CETA 
workers to jobs or training centers in nearby 
communities. 

Other transportation issues affecting jobs in 
rural areas (such as the continuation of small 
airports and the impact of cutbacks in branch 
line railroad freight service) will be reviewed 
as the project progresses. 

IV. water and Sewer Programs 

EPA, FmHA, and EDA are developing a single set 
of application forms and requirements for local 
rural applicants for federal water and sewer 
a:s·si stance . 

CEQ is reviewing the environmental regulations 
of FmHA, EPA, EDA, and HUD for water and sewer 
projects to see how they can be made more compatible. 
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A list of all the federal technical assistance 
available to rural communities for water and 
sewer planning, construction or operations is 
being developed preparatory to instituting an 
automatic referral system for rural communities 
seeking help. 

EPA and FmHA are negotiating an agreement under 
which FmHA.wi.ll automatically review the needs' 
assessments of small communities seeking EPA 
water and sewer grants; and 

A training program for FmHA personnel and others 
is·being developed so that federal officials in 
the field will be competent to advise local 
communities on the full range of alternative 
federal assistance available. (A handbook for 
use by federal and local officials is being pre­
pared as part of this effort.) 

This range of activity will allow us to be genuinely respon­
sive to widespread rural frustration and concern without 
imposing significant federal budget impact. I expect 
tangible results over the next several months of sufficient 
importance to justify several inter-agency pres·s announce­
ments at the White House. In the fall, we should have an 
overall statement ready for you outlining your e.fforts to 
"make the government work better" for rural Americans. 

We will work closely with Stu, Anne Wexler and Frank Moore 
to see that these rural initiatives are used to allay the 
concerns of some of the rural Congressmen who will have 
significant impact on the fate of our urban legislation now 
on the Hill. 

/ 
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THE WHITE HOUSE 

WASHINGTON 

June 16, 1978 

MEMORANDUM FOR THE PRESIDENT� 
FROM: Jack Watson 

SUBJECT: STATUS R ON PROPOSITION 13 

As you know, the agencies have been quietly assessing 
the potential impacts of Proposition 13 on their 
various·progra�s and activities and have been provid-
ing us with ongoing reports. Although it is not neces­
sary at this time to burden you with detailed informa­
t1on on specific programmatic concerns, I thought you 
would want to be aware of some of the recent developments. 

Meeting with Governor Brown's Representatives 

On Tuesday, June 13, I met with Governor Brown's 
Washington representatives and discussed the Governor's 
general plans. 

o At the end of this fiscal year ·(June 30) the 
State will have a $6-billion surplus. 

o The Governor proposes to distribute approximately 
$4-$4.5 billion of the surplus as follows (although 
the Legislature may not agree with this proposal): 

(1) $1.6-$1.8 billion to pick up local county 
welfare costs (permanently); 

(2 ) $450-million to pick up local court costs 
(permanently) ; 

(3) $2 billion for education; 

(4) $200-$400 million to cities and special 
distritts to maintain essential services. 



-2-

o The Governor has also recommended that an 
additional $1 billion be set aside as a loan 
fund to meet emergency local needs. 

o Governor Brown's people said that CETA was 
their number one priority at the moment. They 
have apparently been getting some wrong informa­
tion about the federal authority to waive the 
substitution restrictions. Senator Cranston 
has asked DOL for an analysis of the authority, 
and it is being prepared by DOL now. 

o Although they made clear that the Governor has no 
intention to ask for "special bail-out treatment", 
they did mention the increased federal taxes 
resulting from the property tax reduction. 

California Delegation Meeting 

Congressman Gus Hawkins is convening a meeting of the 
California delegation on Monday (June 19) to discuss this 
issue. At his request, agency representatives will be 
present to receive information and answer whatever questions 
they can answer. No policy commitments will be made. 

Impact on Federal Taxes 

The increased federal revenue resulting from the cut-back 
of approximately $7 billion in State and local taxes will 
be smaller than earlier reported. First, the actual property 
tax loss to localities is $6.35 billion, with the other 
$670 million being a loss of state reimbursements for 
exempt properties (which obviously provides extra funds to 
the State). Approximately half of the $6.35 billion is 
from individuals and half from corporations. After various 
computations of increased State income taxes, etc., the 
actual federal revenue increase would be approximately 
$1.7 billion, as opposed to the more than $2 billion 
figure the press is reporting. Of that amount,approximately 
$700 million will come from individual taxes and $1 billion 
from business taxes. 

Federal Impact Information 

Since our last memorandum, the following issues have 
surfaced as a result of further analysis. 
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o Equal opportunity could become a major problem 
since the lay-offs will hit the minorities the 
hardest {last hired, first fired) . The lay-offs 
could cause many local g.overnments to be out of 
compliance with hiring g.oals, and, therefore, 
subject to loss of federal funds from General 
Revenue Sharing, highway programs, and other 
grants which are not already jeopardized because 
of matching requirements. We are working with 
Eleanor Holmes Norton on this issue {she weathered 
similar problems in the New York City fiscal crises) . 

o EPA. If local governments withdraw their contribu­
tions to the air quality programs, this could endanger 
fulfillment of the requirement that the State submit 
a plan by January 1979. If that occurs, federal 
highway programs would have to be halted. 

o Housing. With reduced property taxes, landlords 
will be making larger profits. Since federally 
insured and subsidized multi-family housing is on 
a limited profit agreement, HUD could lower the rents. 
There will also be questions about underwriting future 
projects for FHA because of reduced taxes. 

o Unemployment Compensation. Because of federal law, 
it would be more advantageous for local governments 
to lay-off workers as soon as possible. If workers 
claim benefits before July 31, 1978, the federal 
government is required to pay 100 percent; after 
that date, the federal share reduces on a sliding 
scale over the next year until it reaches zero. If 
all 275, 000 workers that we�e estimated to be laid­
off if Proposition 13 passed filed for unemployment 
insurance benefits before July 31, 1978, it would 
cost the federal government nearly $400 million for 
an average duration of payments of only 17 weeks 
{annualized cost of $1.2 billion). Moreover, if 

the lay-offs caused the state to rise above a 5 
percent unemployment rate for insured workers {now 
at 4.62 percent), the federal share of extended 
benefits would be triggered. 

We will continue to coordinate through the IACC the federal 
responses to this issue. We are using your statement at 
last week's news conference as our basic position. You 
said: 
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"We cannot have special legislation for 
California. But if,after the State 
and localities have decided their 
priorities and spending plans, a 
community is particularly hard-pressed, 
we would do all we can within statutory 
and administrative powers, and budgetary 
constraints, to assist." 



'MEMORANDUM FOR: 

FROM: 

THE WHITE HOUSE 

WASHINGTON 

June 17, 1978 

THE PRESIDENT 

s:Tu EIZENSTAT S�- A;t// . 
BOB LIPSHUTZ 

fltJ 

Prime M'inister Callaghan's Letter 
Regarding Competitive Air Service 
for Boston 

Prime Minister Callaghan has responded to you:r request that 
3 U.S. cities be eligible to receive competitive U.S. air 
service, rather than two as currently provided by the 
Bermuda II agreement. A copy of his letter is attached. 

The British response is disappointing. Although we pro­
posed to trade new opportunities for British carriers in 
exchange for the designation ·Of a third city, they have 
proposed further rest-rictions on our carriers in order 
to obtain that right. 

They will approve a third city if 1) the number o.f fl.ights 
be-tween London and Los Angeles and Boston were kept. to 21 
per week for the airlines of each side; and 2) Pan Am sent 
all its traffic to Gatw.ick, a secondary airport outside 
London with poor airline connections. In addition, the 
British have refused to allow Pan Am to continue Boston­
London service while the third-city issue is being re,sol ved. 

We ag:ree with State, Transportation, CAB and NSC, that these 
proposals are unacceptable: 1) market demand, not govern­
ment decree, should determine the number of flights offered; 
and 2) moving Pan Am to an outside airport would seriously 
inconvenience our passengers connecting to other parts of 
Europe. 

Ambassador Brewster met with the U.K. Transport Minister 
yesterday and reports that the British position is firm. 
He does not advis.e a phone call or further response from 
you at this time. 

Electrostatic Copy Made 
for Preservation Purposes 

OEClASSiflEI) 

Per; Rae Project 

ESON; NLC� 15'-13--b -2�1 

BY�DIIli �Q(/ _ 



-2-

In the meantime, we have coordinated an approach with 
Pan Am, which will lose its Boston-London service on 
June 15 as a result of the British action. Pan Am plans 
to initiate Boston-Amsterdam service for about $200 round 
trip. This new service and low fare will threaten London's 
status a's a maj or European gateway and put compe,ti ti ve 
pressure on British Airways, a carrier that.is very influen­
tial with the British Government. A State Department 
delegation will a·lso meet with the British next week to 
continue discussions on this issue. 

We are keeping Speaker O'Neill and the New England delega­
tion informed. They seem satisfied that we .are doing all 
we can to continue competitive air service from Boston. 
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Text of' Message:· Of:CLASS;; •� .. ' 
· · i'.dr; Rae Project 

Dear Jimmy, 

�SDN; NLC-!4C -rJ7�:· z.�7 
PN 145' NABA-OOWJ ,. 

I Pronu.. s· P_ d t.·o .·look· mos·t c· ""re_.ro, ·.'"ll_y ·· .... · · - · · · - � ""' .l.n�o your z·ug·ges-:�c:: -:-,;.�-= 
· two US airlines should be allowed. to operate bet-ween Lc::�o:"! c:-: 

the one side and Los .A..ngeles as well as Boston a.� New •tork �:-: 
the other, and that in return co!!lparable ne-..; cocr:Jeti 'tiv� · . � 
opportunities shoul� be �de available_ to British ai:-li!".es. -

Like you., I want these matters to be handled to the 
benef'it of' our citizens, and I should like to be able to· 

respond positively to your suggestion. Nevertheles-s it has 
presented us with great difficulty for two reasons. First, it 
means upsetting· one of the main :features of' the Bermuda 2. 
Agreement only 11 months after its signature by our two 

Governments. ·second, the needs of British airlines for 

additional opportunities were met by·the Bermuda 2 Agreement. 

Howeve.r, it would be possible for you to make a reciprocal 

move which would be of great benefit to us if the United States 

airline in question ·were to operate not merely the . suggested. 

new service but existing services also into Gat-wick Airport, 
to which it is our poli-cy to shi:ft a substantial. proportion . 

o:f the total tra:f:fic, inStead of Heathrovf where we have serious 

problems .. of congestion• Even then I should be reluctant to 
depart from the Bermuda 2 objectiv.e that competition should 

be operated in such .a way as to avoid wasteful over-capacity. 

This objective could be maintained.-, in conj1.mction with the 

designation of two US carriers for· a thi_rd route , i:f the totaJ. 

number o:f :flights between London and Los Angeles and. Boston 

· together were kept to 21 per week for the airlines of each side • 

. This is more than adequate to satisfy the needs of the ·travelling . 

public :for some time to come. 

The 21 flights your airlines could operate could be split · 

· between· Los Angeles and Boston and .between .Pan Am and TWA as 

you wish. 

/When 
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When traffic reaches the figure which Bermuda 2 

adopted as justifying dual designation, this limitation 

could of c.ourse be lifted. 

I hope that you will regard this as a constructive 

way forward. 

Yours sincerely, 

Jim Callaghan •
. 

End .o:f Message. 

-------�-=----=--·=----=·"'="·=---·=·---= .. ·�----------------.-h ....................................................................................................................... ....... ..................................................................... .. 
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THE WHITE HOUSE 

_ WASHJ.NGTON 

June 19, 1978 

Stu Eizenstat 

The attached was returned in 
·the President's outbox today 
·and is forwarded to you for 
appropriate handling. 

Please notify Sec. Adams of 
the President • s reque-st .• 

The original has been given 
to Bob Linder for transmittal 
to Congress. 

Rick Hutcheson 

cc: Bob Linder 

TRANSMITTAL OF HIGHWAY SAFETY REPORT 

TO CONGRESS 
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THE WHITE HOUSE 

WASHINGTON 

June 17, 1978 

MEMORANDUM FOR: THE PRESIDENT 

FROM: 

SUBJECT: 

STU EIZENSTAT � 
Transmittal of Highway Safety Report 
to Congress 

Attached are a letter to you.from Brock Adams and 
a message to Congress transmitting the 11th annual 
report on Highway Safety. You need not read any.of 
these documents. The highlights of the report are: 

The highw.ay fatality rate remained the same 
in 1977 as in 1976, but increased vehicle 
miles raised the total deaths to 46,800. 

The performance of the States in enforcing the 
55 mph speed limit has been mixed. For example, 
in the fourth quarter of 1977 samples of Virginia 
drivers showed only 22% exceeding 55 mph, while 
similar samples ±n Missouri showed 75% over this 
1 im it . ( p . 8 8 a) 

I recommend that you sign this message and forward this 
report to the Congress. 

� (TWO SIGNATURES REQUESTED) � 
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TO.THE CONGRESS OF THE UNITED STATES: 

The 11th annual reports on the administration of the 

Highway Safety and National Traffic and Motor Vehicle Safety 

Act of 1966 are transmitted for your consideration. The 

volume on motor vehicle safety contains the reporting re-

quirements of the Motor Vehicle Information and Cost Savings 

Act of 1972. Also included are highlights from the second 

annual report to the Congress on automotive fuel economy. 

The highway safety document describes developments in those 

aspects of trafflc sa·fety in which Congress expressed special 

interest in the Highway Safety Acts of 1973 and 1976. 

Since i967, research has advanced the state-of-the-art 

of traffic safe.ty. Safety devices have been perfected and 

incorP.orated in most automobiles on the road today. Highways 

have been designed and built with safety in mind, and traffic 

systems are better controlled. Even so, the traffic safety 

problem remains serious�. In 1977, lJ6,8·80 of our citizens 

died on the nation's highways, and the number of injured 

ran into the millio.ns. The di.rect economic cost is estimated 

at $li3 billion .annually. Had there been no traffic safety 

effort, ·and had the 1967 traffic fatality rate held constant, 

the 1977 toll might have been 77,000 dead and the direct 

economic costs woul.d have risen to $76 billion a year. 

The fact remains that the fatality rate (deaths per 

100 million miles of travel) has declined steadily since 

1967, as the various automotive and highway standards and 

programs have taken effect. The drop was es peciaHy 

noticeable following imposition, in January 197li, of the 

55-mph national maximum speed limit, which has proven to 

be the single most effect{ve safety measure instituted in 

thi� country. Cumulatively, the saving in lives since 

1967 exceeds 150,000. 
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Despite the advances that have been made since 1967, 

motor vehicle accidents have r�mained the sixth leading 

cause of death in t·he United States. It is a national 

calamity that the penalties fall disproportionately on the 

very young and on those in their most productive years. 

In every age bracket from 5 to 34 years, motor vehicle 

accidents are either the leading or the second cause of 

death; among the 15 to 19-year-olds, traffic fatalities 

claim 38 percent of total deaths. 

Persistent obstacles remain to further rapid. or easy 

progress in reducing fatalities. Average speeds are increasing 

gradually. Seat belts are a simple, effective safety device, 

but are used by less than 20 percent of all motorists. 

The growing popularity of small cars., light trucks and vans 

increases the weight dispari.ty wi.thin the Vf!hicle mix and 

adversely affects the severity of accidents. Alcohol con-

tinues to be a contributing cause in half of all fatal 

accidents. Rulemaking has focused primarily on paBsenger 

cars, and many of the standards have been found to be 

inapplicable to light trucks and vans. Some states have 

repealed their motorcycle helmet laws; some have reduced 

or eliminated penal ties for i.nfrac'tions of ·the 55-mph 

speed l.imi t. 

Further progress in traffic safety is feasible, but 

will require the dedication and cooperation of Federal., 

State and local governments, the automotive industry and, 

above all, the motoring public whose lives are at stake. 

THEWHITE HOUSE, 



THE SECRETARY OF THE TREASURY 

WASHING:fON 20?20 
.... 

June 19, 1978 

MEMORANDUM FOR THE PRESIDENT 

As you know, Cy and I co-chaired the u.s. delegation 
to the OECD meetings in Paris last week. The impressions 
I gleaned from this meeting, plus several bilaterals and 
meetings with key bankers in London, a•re as follows: 

1. Our dialogue with our foreign counterparts has 
assumed a better tone. There is less confusion/ 
objection/annoyance over U.S. foreign economic 
policy. It is understood and accepted that our 
policy towards the dollar is based on dealing 
with our fundamental problems of inflation, 
disappointing export performance and excessive 
oil imports. Our commitment to success on these 
fronts is regarded as sincere; 

2. All eyes are on a "�uccessful" Summit, though 
the definition of "success" remains vague. There 
is absolute agreement, however, on the need for 
you to make clear your intentions on energy, 
with as· much specificity as possible,. It is 
obvious that Schmidt is attempting to delay a 
growth commitment until he sees what you do on 
energy. And given the split within his parlia­
mentary coalition, he is likely to confine the 
size of any st,imulus action to an inadequate 
level. Therefore it is essential that we pin 
down both sides before the Summit, after you 
decide your course of action; 

3. The so-called "trade contribution" to the Summit 
by the British and French is interpreted by 
them as simply being cooperative. This is 
necessarily vague. I hav:e developed some ideas 
on possible trade offers to be pursued in our 
negotiations with them in order to move Callaghan 
and Giscard towards greater specif,ici ty. I will 
be reviewing these with Bob StrauSSJ 
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4. There was considerable discussion at the OECD 
of the recently adopted·g.uidelines for avoiding 
competition in official export credits. We ex­
pressed dissatisfaction about technical derogations 
and violations in spirit of these agreements, but 
were met with stiff resistance to chang.e. I am 
seriously concerned that unless there is high­
level impetus to strengthen and broaden the 
existing agreement, ever increasing pressures 
to use export credits will lead to a costly 
confrontation. We will have to show a willingness 
to use aggressively.our own ex.port credit 
fac.ilities in order to convey the . seriousness 

.of the situation and move the Europeans towards 
a more comprehensive agreement. Pressures in 
this ar.ea will undoubtedly intensify between 
now and the Summ:it. 

w. Michael Blumenthal 



THE WHITE HOUSE 

WASHINGTON 

Mr. President: 

6/19/78 

Zbig has asked for a 45 minute 

mee,ting this week including Brown 

and Vance to discuss a "pending 

foreign policy matter". 

� __ approve 

' •l ·'l 

�l 1..\ f y/ 

. . . ... 

... . ,. 

disapprove 

Phil 

; . 

·'.:., 

:.:1. 
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THE WHITE HOUSE 

WASHINGTON 

June 19, 1978 

Frank Moore 

The attached was returned in the President's 

outbox today and has been forwarded to 

Zbig Brzezinski for appropriate handling. 

The State Department testifies on the 

attached today. 

Rick Hutcheson 

> • •  � 



• THE WHITE HOUSE 

WASHINGTON 

June. 17, 1978 

Mr. President: 

The attached memorandum was 
recieved by my office mid­
day today. Dr. Brzezinski's 
office has requested that 
you review this memo at your 
soonest convenience as the 
State Department must testify 
on Monday. 

Due to time constraints, I. 

have been unable to ge·t 
thorough White House s.taff 
review of this memo, particu­
larly from Frank Moore's office. 

This is being forwarded to 
you at this time for your 
informa:tion. 

Rick {wds) 
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·_CONADENHAL 
THE WHITE HOl_;SE 

June 15, 1978 

f'?NFIBEN'i'IAL/GB3 

MEMORANDUM FOR: THE PRESIDENT 

HENRY OWEN \I§J E'ROM: 

SUBJECT: Legislative Constraints on Foreign 
Assistance 

Secretary Vance's memo at Tab A, prepared at your request, 
transmits a detailed list (Tab 1) of exis.ting legislative 
constraints on our authority to carry out U.S. military and 
economic assistance programs and a list of proposed renewals 
or new constraints (Tab 2). He also recommends actions to 
deal with these restraints. 

This list offers persuasive evidence that your complaint 
about legislative interference is well founded. Secretary 
Vance points out that the restrictions fall into three 
general categories: 

1. Conditional Restrictions. These are provisions 
that allow certain actions to be taken only if it is 
first determined that specified criteria are met and 
that the Congress is so informed. 

2. Prohibitions. These prevent the granting of assistance 
by naming countries explicitly or by setting forth 
criteria that trigger such action automatically. 

3. Congres·sional Veto. Some res·trictions provide for 
Congressional approval or veto of actions you propose 
to take. 

Secretary Vance recommends that we concentrate on resisting 
new restrictions and on avoiding renewal of those that would 
otherwise expire. This makes sense. 

Secretary Vance also proposes we consult with the Congress on 
the possibility of introducing floor amendments to pending 
bills to remove certain restrictions during this session of 
Congress. This course seems to OMB, NSC staff, and me to 

DEClASSif1a) 
Per; Rae Project ' 
ESDN; NLC- \ l.' � 13 � ,. j - C 

�DMJ.k/7)1$ i 
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involve serious problems: 

In almost all cases, floor amendments to pending 
bill.s would require an :intensive lobbying effort by the 
Administration. 

-- This is probably not the proper moment for raising 
such new budgetary issues as a Security Assistance 
contingency fund and expanded military assistance, in 
light of your concern about budget discipline and our 
current aid troubles on the Hill. 

-- We need to review the restrictions in detail and 
obtain the views of all interested agencies before 
deciding which to try to repeal. Then we can undertake 
the Congression�l consultations that Secretary Vance 
recommends. 

Accordingly, OMB, NSC staff, and I have recommended to State 
that when Secretary Vance testifies Monday before the House 
Inter.national Relations Cornmi ttee to provide an overview of 
the Administration's foreig.n policy and an assessment of the 
legislative restrictions, he: 

-- focus on the present legislative constraints, citing 
some that seriously interfere with the conduct of u.s. 

foreig.n policy; 

avoid giviRg the impression that the Administration 
is seeking repeal of all restrictions, without regard 
to underlying Congressional concern; 

emphasize that the list should serve as a basis for 
joint Executive/Legislative branch consultations, and 
offer to work with Congress to see what should be done 
to improve present legislation and drop unnecess.ary 
constraints; 

-- reiterate our opposition to the new restraints 
proposed in the FY 79 aid bills; 

-- stress the importance of adequate funding for AID 
and IFI's and the need to resist unjustified budgetary 
cuts in ongoing programs, since the meat-axe approach 
to aid funding is as much of a restraint on u.s. policy 
as the specific restrict;Lons set forth in present 
legislation; 

J??NFIDENTIAL/GDS 
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-- lay the groundwork for a major Administration 
effort during the next budget cycle to "remove the 
barnacles" on u.s. economic and military assistance 
programs. 

\ 

We will work with State on this testimony and move promptly 
to coordinate an Administration position on the proposals 
set forth in the attached memo, as well as other questions 
regarding these restrictions. 

-eONPffiENTIAis/GDS 

CONFIDENJIAL 
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MEMORANDUM FOR: 

From: 

Subjec.t: 

l�l.l.l..JL 

THE SECRETARY OF STATE . /J.. 
WASHINGTON Vf � � 

June 10, 1978 ?-����J/' 
. ·.e- #� 

THE PRESIDENT 

Cyrus Vance tAt/ ::::/Jp 1 �;. 

1£4 � fi� r� 
Legislative Constraints on J�� � ... 
Foreign Assistance c.J I · . � 

� .t'/f ;;JI �/ 

This is a report on our review of legislative (Jcg� 'f 
constraints on authority to carry on military and ?� J · 

economic assistance programs. It includes recommen- /� � dations of short-range and long-range efforts to 
head of.f further constraints and revise the existing � 
laws. � 

;;;-I. Existing Legislation 

The authority to conduct prog.rams of military 
and economic assistance is derived primarily from 
two basic statutes, the Fore.ign Assistance Act of 
1961 and the Arms Export Control Act (originally 
enacted in 1968). The Foreign Assistance Act governs 
bilateral economic assistance programs and grants of 
military equipment and training. The Arms Export 
Control Act governs foreign military sales and 
financing, as well as the licensing of commercial 
arms exports. 

Both of these statutes originally were drafted 
in broad terms. In recent years, Congress has per­
ceived that there has been abuses of the authority 
granted under those broad statutes. That, coupled 
with a Congressional desire for more active involvement 
in foreign policy matters, has spawned a gradually 
increasing array of statutory prohibitions, conditions, 
reporting requirements and complex procedures. The 
cumulative effect of these constraints has been to 
make assistance programs more cumbersome and inflexible, 
and less ef.fective as foreign policy instruments. 

GDS 

OECLASSifiiD 

Per, Rae Project · 

ESDN; NLC-ti6�/J .. <;-..,J-£ 
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At Tab 1 is a compilation of existing restraints. 
While it does not purport to include every provision 
that might be characterized as a constraint, it does 
illustrate graphically the extent to which and the ways 
in which the conduct of foreign relations of the United 
States can be regulated and controlled by legislation. 
While constraints imposed by other laws have been 
included, most of the restrictions enumerated relate 

.to the Foreign Assistance and Arms Export Control Acts. 

As' illustrated by the attached compilation, the 
existing statutory constraints take many forms and 
address a wide range of subjects. However, from the 
standpoint of their effect on military and economic 
ass·is·tance as implements of foreign policy, they 
.fall into three general categories. 

The firs.t type ·consists of conditional restrictions-­
provisions of law which allow certain actions to be 
taken only if it is first determined that specified 
criteria are met and Congress is informed. (The statute 
which required your recent determination on assistance 
to Zaire is an example.)· This type of restraint is 
intended to assure Congress that potentially contro­
versial actions will be subject to high-level approval 
within the Executive Branch and that Congress will be 
informed of the decision in a timely way so that it can 
make its views known. These statutes may delay or 
impede action, but usually do not prevent you from 
carrying out programs you regard as important. 

The second type of constraint is the prohibition 
against providing assistance. Some of these name 
specific countries as ineligible for u.s. assistance. 
Others refer to types of conduct (e.g., severance of 
diplomatic J:jelations) that result in ineligibility. 
In either event, they may operate to prevent furnishing 
of a·s:sistance which is otherwise within the scope of 
your general .statutory authori,ty. 

The third group is comprised of provisions :for 
Congressional veto or approval of actions you propose 
to take. (Examples are major arms sales and nuclear exports.) 

Many statutory prohibitions either provide for 
the possibility of waiver, or are subject to your general 
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authority to waive most prohibitions against programs 
under the Foreign Assistance Act. Some waivable 
constraints are enacted with the expectation that 
they will be waived and, as a practical matter, 
fall into the category of conditional restrictions 
described above. In some cases, however, even though 
a waiver would be legally possible the political· cost' 
would be very high. For.example, the thirty-day 
Congressional review for major arms sale proposals 
may be waived and the sale made immediately in any 
case where "the President states . . • that an emerg.ency 
exists which requires such sale in the national security 
interests of the United States. " In the four years that 
the Congressional review procedure has been .in effect, 
this waiver authority has never been exercised. 

II. Next Steps 

In your May 25 statement, you indicated that any 
proposal for modification to the existing law would 
await our review of all restrictions and consultations 
with the appropriate committees of Congress. At the 
same time, you expressed your int�ntion to oppose any 
further restrictions. 

It is very late in the legislative cycle to propose .· 

major changes in the pending bills. Committee work has 
been completed on all five FY 1979 bills (development 
assistance and security assistance authorizations in each 
house, and foreign assistance appropriations in the House); 
the House has passed its development bill, and floor action 
on all of the others will p;robably occur in the next few 
weeks. 

This means that any legislative initiative at 
this time would have to take the form of floor amend­
ments to the pending bills. The prospects for success 
of floor amendments are always difficult to judge, and 
success or failure �s highly visible. Careful prepara­
tion is there.fore essential. Moreover, once a bill 
is opened up with proposed floor amendments, there 
is an increased risk that others will also propose 
amendments of their own. 
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III. Short-Range Recorrunendations 

.I recommend that we no\-T concentrate primarily on 
minimizing new restrictions and on avoiding the renewal 
of those that would otherwise expire. (At Tab 2 is a 
list of principal constraint provisions in FY 1979 
foreign assistance bills pending in Congress.) We 
therefore should initiate immediate consultations with 
Congress to determine whether it would be feasible to 
propose floor amendments to the pending bills. In 
these consultations, we would try to determine whether 
any initiatives at this time would undermine other 
objectives of the Administration's legislative program 
{e.g., repeal of thE:! Turkish arms embargo.}, detract 

from our efforts to resist new restrictions, or dissipate 
Congressional support for a more comprehensive revision of 
the legislation at a later date. I would begin the 
consultations by discussing our approach with Bob Byrd 
and Tip O'Neill. 

Approve Disapprove 

If you ag�ee that we should begin consultations 
with the Congress on the possibility of introducing 
floor amendments to pending bills, I recommend the 
following proposals as worthy of consideration: 

1. Economic Development and Security Supporting 
Assistance for the Same Country. 

The Senate development assistance bill retains an 
existing prohibition against long-term development 
assistance and short-te:rm economic support (security 
supporting a·ssistance)· for the same country. The bill 
passed by the House repeals this prohibition. A floor 
amendment in the Senate to repeal this prohibition would 
avoid the likelihood of Senate Foreign Relations Committee 
insistence on its retention when the bill goes to con­
ference.· This would increase our ability to respond· 
to immediate economic needs without foregoing longer 
term development projects. Some members are certain 
to oppose this amendment as a "politicization11 of aid. 

·Approve / Disapprove 

2. Contingency Fund. 

Economic Assistance: 

The House security assistance bill authorizes 
$10 million for the Foreign Assistance Act's economic 

I 
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assistance contingency fund. The Senate bill authorizes 
only $2.5 million. Unless the Senate bill is amended 
on the floor, a compromise in conference (probably $3 
to $5 million) is likely. We would need to explore 
with the Congressional leadership whether a major in­
crease in the contingency fund (of up to $50 million) 
could be achieved without incurring a reduction in 
some other program. However, strong opposition to 
an increased contingency fund can be expected, based 
on Congressional reluctance to provide funds without 
a specific intended use in mind. Those who work most 
closely with the Congressional Committees believe that 
we would be fortunate to achieve $10 million. 

Approve Disapprove 

Military Assistance: 

The Foreign Assistance Act authorizes the President 
to draw on Defense Department stocks for emergency mili­
tary assistance needs involving vital U.S. security 
interests. Grants up to $67.5 million may be made in 
any f.i.scal year under this authority, subject to the 
same constraints as apply to other military assistance. 
However, the availability of this authority in any 
year requires appropriation act language.· This latter 
requirement, added in 1976, has never been met because of 
Appropriations Committee opposition and, therefore, you 
cannot exercise this a-uthority. Some members would 
strongly oppose a floor amendment to permit the use of 
this authority. They would argue that it is a form of 
a contingency fund and is also a possible opening for 
the resumption of grant military assistance programs 
Congress has terminated. 

Approve Disapprove 

3. Waiver Authority. 

You have authority under section 614(a) of the 
Foreign Assistance Act to waive most limitations contained 
in the Foreign Assistance Act and in acts appropriating 
funds for Foreign Assistance Act programs. However, this 
waiver authority does not apply to constraints unless they 
are in the Foreign Assistance Act or an appropriations act. 
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Thus, cou.11try specific prohibitions in the annual 
appropriation acts may be waived to allow assistance 
under the Foreign Assistance Act, but not under any 
o ther law. (Had Zaire not paid its delinquent debt, 
a:ssistance would have been prohibited by the appropriations 
act. This prohibition could have been waived to provide 
economic assistance under the Foreign Assistance Act, 
but not military credits under the Arms Export Control� 
Act.) We should attempt by consultation to determine . .  
whethe

.

r a broadened waiver authority would be supported 
in Congress, in view of the likely opposition to what 
would be widely seen as an·erosion of hard won. 
Congressional powers . 

· 

/ 
Approve Disapprove 

IV. Long-Range Recommendations 

Together with Congressional Committees, we are pe­
ginning an extensive revision of the foreign assistance 
legislation for the next session that will simplify and 
restructure the applicable legal requirements. In this 
process we will strive for a better balance between Con­
gressional oversight needs and Executive requirements 
for flexible authority, including sufficient authority 
to be able to deploy foreign assistance resources rapidly 
to serve priority foreign po.licy needs. This effort 
will be coordinated with other ag.encies. �ve plan in­
tensive consultations with a view to developing legis­
lative revisions that both the Administration and the 
Congress can endorse. We hope that the new legislation 
will be ready for the new Congress. · 

· 

In addition, I have asked the Department to study 
the effect of these constraints on the ability of 
American companies to sell their goods· and services 
abroad. v--· 

Approve 

Attachments : 

Disapprove · 
----

1. Selected Statutory Constraints on U.S. Assistance 
to Foreign Countries (as of June 1978). 

2. Principal Constraint Provisioris in FY 1�79 Foreign 
Assistance Bills Pending in Congress. · 

.. , 
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THE WHITE HOUSE 

WASHINGTON 

MINUTES OF THE CABINET MEETING 

Monday, June 19, 197'8 

The fiftieth meeting of the Cabinet was called to order 
by the President at 9:01 a.m., Monday, June 19', 1978. All 
Cabinet members were present except Mr. Vance, who was 
represented by Deputy Secretary of State Warren Christopher; 
and Ambassador Young, represen,ted by Melissa Wells, 
Ambassador to the U.N. Economic and Social Council. Other 
persons present were: 

.:roe Aragon 
Hugh Carter 
Barbara Blum 
Peter Bourne 
Zbigniew Brzezinski 
Nelson Diaz 
Jane Frank 
Les Francis 
Stu Eizenstat 
Rex Granum 
Richard Harden 
Hamilton Jiordan 

Stuart Lemle 
Bob Lipshutz 
Bunny Mitchell 
Dick Moe 
Dick Pettigrew 
Frank Press 
Gerald Rafshoon 
Charles Schultze 
Stans£ield Turner 
Charles Warren 
Anne Wexler 
John White 
Jack Watson 

The Presidemt began by listing several subjects ,that he 
wanted to dis6uss at the meeting, including: 

o Congress' alarming and unwarranted intrusion into 
Executive Branch prerogatives; 

o The status of major �egislative proposals, including 
tax reform,, energy, COET, civil service reform, 
airline deregulation, labor law reform, hospital 
cost containment, and the Public Works app:r::-opriation 
bill; 

o The economic situation; 

Electrostatic �opv Made� 

ior PreserJatlon PutpO$e;;a 

., DmASsiFIED 
Per. Rae ProJ8ct 
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o Several international items, including the Turkish 
arms embargo; problems with the Rhodesian settle­
ment; breakdown of discussions on Namibia; progress 
on SALT, CTB, and MBFR; recent developments with 
NATO, Peoples Republic of China and Japan; and 
planning for the forthcoming International.Economic 
Summit in Bonn. 

1. Th� President asked Mr. Schultze to report on the 
general economic situation: 

Mr. Schultze said that the second quarter of 1978 

will show a remarkable increase in indus.trial output and 
GNP, 8 - 10% at annual rates. He described this progress 
as a substantial "snap-back" from the bad weather 
and the coal strike of the first quarter. Since the numbers 
are relatively level for the second quarter, the increases 
do not indicate a boom. 

-- On the basis of present information, the economy 
should grow about 4% during the next eighteen months, given 
current fiscal policy and approximately the same interest 
rates. Unemployment should stay at approximately 6% or 
slightly less. Mr. Schultze added, however, that the 
behavior of the employment and unemployment rates during 
the past year has been extremely puzzling. 

Inflation is currently around 10% on an annual 
basis, primarily because of food prices, especially meat. 
Meat prices now appear to be stabilized, and the price could 
drop slightly in the future. Excluding food prices and 
mortgage interest rates, the rate of price increases is 
approximately 6 - 6�%. 

-- The rate of wage increases has accelerated somewhat 
in the last year. Mr. Schultze pointed out that some very 
important and large union contracts will be negotiated next 
year which could result in further upward pressure on wages. 

-- Ms. Harris asked what the rate of infl��ion would 
be if mortgage interes.t rates were factored out . . · Mr. Schultze 
said that it would be about 8�%. 

-- Ambassador Strauss said that the Cabinet's initial 
efforts to reduce inflationary pressures in their departments 
are "meager" and urged that more be done. 

-- Ms. Kreps said that business groups are more recep­
tive to the Administration's anti-inflation program than 
she had thought. She fears that in reaction to the passage 
of Proposition 13 in California, local governments will 
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demand increased federal spending. The President said that 
Proposition 13 only applies to California and noted that 
many other states have lower property tax rates than 
California even now that Proposition 13 has passed. He 
said that there are severe limits to what the federal govern­
ment can or should do to deal with the consequences of the 
property tax cut in California. 

-- Mr. Blumenthal said that Mr. Schultze may be too 
optimistic in his economic forecast: OPEC will increase 
energy costs this Dedember for 1979; the dollar has been 
relatively stable but is always subject to fluctuations; 
Mr. Schultze assumes a reasonably accommodating policy by 
the Fed; and wage settle�ents for next year are likely to be 
higher than we want or expect. 

-- The President said that he is prepared to veto a 
series of bills if necessary "to prove to the country and 
the Congress that we mean business." He said that he is 
"not in a compromising mood" with respect to the FY 1979 

budget or our efforts to combat inflation. Mr. Bergland 
pointed out that the first bill the President vetoes will 
have a dramatic impact. 

-- Dr. Schlesinger suggested that if and when the 
President vetoe� a bill he should focus on the specifics of 
the issue and not on a generalized conflict with Congress. 

2. ·The President asked Mr. Blumenthal to report on the 
status of tax reform: 

-- Mr. Blumenthal described two possible compromise 
amendments to be offered in the House Ways and Means Com­
mittee on graduated business tax and capital gains. He said 
that both compromises are very expensive-- $5 billion to 
$6 billion a year in the first case and $1 billion in the 
second--and that knowledge about their costs is likely to 
kill both amendments. Should the Jones amendment on capital 
gains fail, a move to report a straight tax cut will pick 
up momentum. Mr. Blumenthal said :that although the Adminis­
tration could not support such a move, there would be an 
advantage to having a "clean" bill on the floor, since we 
could theri add back our reform proposals. A third possibility 
is a proposal by Congressmen Vanik and Pickle to extend 
existing tax cuts. Mr. Blumenthal said that it will be 
difficult to get a closed rule in the House for debating the 
bill that is reported. 

3. The President asked Dr. Schlesinger to report on 
the energy legislation: 
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-- Dr. Schlesinger said that the Conference has con­
cluded the natural gas portions of the legislation and 
this week will deal with som:e of the unresolved issues on 
the first three energy bills. As soon as the Senate con­
cludes debate on labor law reform, it will consider the 
four energy bills. Thereafter, the House will consolidate 
the �our bills and may add on the crude oil equalization 
tax (COET). Dr. Schlesinger said that Senator Long and 
Congressman.Ullman support COET, as do 54% of the American 
people, according to a recent survey. He predicted a 
filibuster in the Senate on the natural gas portions of 
the legislation. 

4. The President asked Mr-. Adams to report on airline 
deregulation: 

-- Mr. Adams said that he went to Chicago. with 
Congressman Rostenkowski and members of the Illinois dele­
gation, and that they are now committed to the legislation. 
He spent yesterday with Senate Commerce Committee Chairman 
Cannon, witnessing a fly-over and monitoring the noise 
levels. Senator Cannon now plans to add some aircraft 
noise reduction requirements to the airline deregulation 
legislation which will be drafted in such a way.as not to 
require direct federal expenditures. Mr. Adams said that 
he is trying to build an urban constituency behind the 
bill and will visit Newark next. He predicted that the 
legislation will pass. He said that the problems on the 
Hill are procedural and not substantive. He noted that 
the bill is still opposed by the unions and by Delta Air­
lines. 

5. The President asked the Vice President to report 
on labor law reform: " 

The Vice President said that the legislation is 
"in tough shape." The Administration has been two votes 
short in the last two cloture votes, and that two more 
cloture votes are scheduled for this week. The Vice 
President said that although Senate Majority Leader Byrd 
has not said when he will pull the bill down, it is likely 
to die if cloture is not invoked this week. 

-- The President, Vice President and several Cabinet 
members discussed the nature and effects of the legislation. 
The Vice President suggested that Mr. Marshall might con­
vey to labor interests that we may lose the legislation, 
and that they ought to consider one more compromise which 
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would yield the needed additional votes. Mr. Marshall 
pointed out that labor interests do not speak with one 
voice on the bill. The Vice President sugg.ested that 
Mr. Marshall might try to act as a single spokesperson for 
the various labor interests. Mr. Marshall said that to 
some extent the various interests were letting him do so. 

5. The President said that he was concerned with the 
cost of the surface transportation authorization bill, 
the_ DOD appropriations bill and several others. 

-- Mr. Adams said that it is clearly understood in 
the House Public Works Committee that the President will 
veto the surface transportation authorization bill that 
has been reported by the Committee. On the other hand, 
the Senate surface transportation bill is quite good, and 
there is a good chance that the House Ways and Means 
Cornrni ttee ·(which will now consider the legislation) will 
offset the cost of the Public Works Committee version. 

-- Dr. Brown said that the Defense appropriation bill, 
as "marked-up" by the House Defense Appropriation Sub.,.. 
committee is some $100 million more than the Administra­
tion's request, but that $2.1 billion has been added for a 
nuclear carrier. He said that there is a "fair chance" 
of taking the carrier out of the bill in the full committee. 

-- The President said that the Administration needs 
to improve its ability to monitor adverse legislative 
trends early. He has written a note to Mr. Mcintyre on 
the subject asking him to suggest a procedure. Mr. Mcintyre 
said that a team of OMB people, Frank Moore's staff and 
the Congressional Liaison staffs from the various depart­
ments are working on the problem. 

-- Mr. Mcintyre said that OMB is now conducting its 
mid-year budget review, and that it is required by law to 
submit any re-estimates to Congress. Mr. Mcintyre said 
that it is very important for the departments and agencies 
to avoid shortfall·S this year. He asked Cabinet members 
to call hi"mpersonally if they have problems with the OMB 
review. The President and several Cabinet members discussed 
the importance o.f protecting the accuracy of the Administra­
tion's spending projections. The President said that he 
does not want the departments and agencies to spend money 
they do not need to spend; he has just sent them a memoran­
dum on this subject, on travel costs and on the FY 1980 

budget. Messrs. Adams and Califano pointed out that much 
of the shortfall problem occurs with respect to entitlement 
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programs that are keyed to matching e.fforts by states. 
Mr. Califano said that HEW is doing its best to reduce 
shortfalls in the medicaid and medicare areas where they 
have occurred in the past. 

6. The President said that the civil service legisla­
tion is in danger primarily because of Congress' reluctance 
after the Panama Canal vote to change the veterans preference 
section. He noted that the veterans preference changes have 
already been knocked out in the Senate committee. 
Mr. Mcintyre noted that the House committee will begin 
mark-up on Wednesday. The Senate is already marking up the 
legislation and is presently debiting the role of the EEOC 
in adverse action and charges of discrimination cases. 

-- The President asked the Cabinet to stay abreast 
of the leg.islation and to respond immediately to any calls 
for help on it. 

7. The President asked Mr. Califano to comment on the 
hospital cost containment legislation: 

Mr. Califano said that he hopes to ge.t the bill 
out of the House Commerce Committee this week and pre­
dicted more "cliffhanger votes." The House Ways and Means 
Committee, which will consider the legislation next, will 
be "even tougher." There are also problems in the Senate 
Finance Committee with the staff of Senator Talmadge's 
Health Subcommittee, although Senator Nelson, a member of 
that committee, is trying to help. Mr. Califano said that 
there is "tenuous hope" for a bill this session. He said 
that the bill we are likely to get will not be as good as 
the one we proposed; it will save approximately $10 billion 
in federal money and $30 billion generally between now and 
1983, compared with $20 billion in federal money and $50 

billion generally in the Administration proposal . 

.,..._ Mr. Califano said that he will move tomorrow under 
his medicare and medicaid authority to require that the 
Blue Cross and Blue Shield plans with which HEW does busi­
ness have a majority of consumers on their boards. The 
President commended this action. 

-- ·Mr. Califano pointed out that the House Appropria­
tion Subcommittee is now writing directions into HEW's 
legislation directing that certain education grants be given 
to specific people in an effort to counter Mr. Califano's 
move to increase competitive bidding. He said that a large 
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problem with Congressional interference of this kind is 
that Cabinet departments do not even know of Congress' 
action until they see the print-out of the legislation. 
He stressed the importance of a public education campaign 
on this subject. Mr. Schultze said that a great deal of 
the problem has grown out of the Congressional budget 
reform which had the unintended consequence of turning 
the appropriations committees into "little executive 
branches." 

8. The President commended Ms. Kreps' memorandum on 
regulatory reform. Ms. Kreps estimates that the cost 
of regulations in 1976 was $60 billion, and that it will 
increase to over $10D billion in 1979. The President 
said that we still do not have an effective mechanism for 
reviewing the overall impact of regulations, and that we 
need an inter-departmental approach to do so. Ms. Kreps 
said that Mr. Schultze is providing some centralization by 
means of his regulatory analysis program-. 

-- The President said that the cotton dust standards 
to be issued by OSHA will reduce the capital cost impact 
of the regulations proposed in the previous administration 
from $2.7 billion to $625 million. Mr. Schultze said that 
it is difficult for the Executive Office of the President 
to assert authority in view of the quasi-judicial nature 
of the proceedings. Legislative changes may be required. 

-- The President said that Mr. Watson has distributed 
the President's September 9 memorandum on federal aid reform 
to the Cabinet as a reminder of the need for foilow-up by 
the Cabinet. Mr. Watson will be contacting the Cabinet 
members individually regarding specific problems in their 
departments. 

9. The President de·scribed the Administration's effort 
to lift the embargo of arms to Turkey as a critically 
important international issue. He said that it is crucial 
that the. legislation passes, and he commended an op-ed 
piece on the subject in today's Washington Post. He will 
meet this week with Greek/American leaders; he solicited 
the Cabinet's help on the issue. 

10. The President said that his recent trip to Panama 
was extremely productive and rewarding. He said that there 
was an unbelie.vable outpouring of support, and that even 
his meeting with leaders of the opposition to the treaties 
was "harmonious." The reaction of the Latin American leaders 
who attended the treaty signing was very positive. 
Dr. Brzezinski said that Venezuelan President Perez described 
the signing as the "single most important event in the affairs 
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of the Western Hemisphere in the 20th century." 

11. The President asked Mr. Christopher if he had 
anything to add: 

Mr. Christopher said that Mr. Vance will testify 
this afternoon on foreign policy before the House Foreign 
Affairs Committee. The primary focus of his testimony 
will be on u.s. policy towards the Soviet Union and Africa. 
He will also give a major address on Africa in Atlantic 
City tomorrow. 

-- The OECD meeting which Mr. Vance 
week was "promising" for the Bonn summit. 
said that the President's recent visit to 
should add another important dimension to 
talks: North/South relations. 

attended last 
Mr. Christopher 

the Panama Canal 
the summit 

-- He said that the Administration had hoped that 
the House would take up the Turkish arms embargo question 
before the July 4 recess but that House Majority Whip 
Brademas has delayed action until after the recess. State 
Department representatives will meet with Senator Church 
this afternoon to urge him to take the lead in the Senate. 
Mr. Christopher said that he thinks the Administration 
will ultimately be successful in lifting the arms embargo. 

-- The President said that there is still a critical 
rieed for a·satisfactory international forum on North/South 
relations. He praised Jamaican Prime Minister Manley and 
Venezuelan President Perez as progressive leaders. He has 
asked Messrs. Christopher and Dick Cooper to analyze what 
can be presented on the subject at the International 
Economic Summit and at the September meeting of the U.N. 
Committee on Trade and Development (UNCTAD) in Geneva. 

-- Dr. Brzezinski added that there has been genuine 
improvement in the political aspects of North/South rela­
tions in the la·st year and a half due largely to the 
personal efforts of the President and U.N. Ambassador 
Young. He added, however, that although our political 
relations with Latin America, Africa and South Asia have 
greatly improved, we have still not succeeded in developing 
an adequate North/South economic program. He described 
successful e.fforts by Mr. Christopher to modify a joint 
communique of the Latin American leaders in Panama to call 
for a ''just and equitable" international economic order. 
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The meeting was adjourned by the President at 10:55 a.m. 

Respectfully submitted, 

H. Watson, Jr. 
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THE WHITE HOUSE 

WASHINGTON 

THE PRESIDEN� 
JIM MciNTYRE 
HENRY OWEN\&:) 

Aid to Caribbean 

CCONFIOENTIAl 
3421 

June 15, 1978 
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Per; Rae Project 
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1. In 'September 1977, you approved a recommendation that the US 
would seek to establish a multilateral Caribbean Group, involv­
ing interested donors and recipients, to encourage regional 
integration and cooperation in the region. At the inaugural 
session of this Group, Ambassador Young indicated that if it 
were launched successfully and developed good programs, we v1ould 
be prepared to make a strong contribution. 

2. In the FY 1979 aid review you approved a substantial increase 
in aid for the Caribbean. You turned down the request for still 
further funds made by State and AID, at our recommendation, 

· .because there was no clear program at that time for use of this 
money, and because it would unduly increase the proportion of 
AID funds going to middle-income countries. 

3. · Since. then both the vJorld Bank and the Inter-American Develop­
ment Bank have pledged to double their contributions to the 
Caribbean. The Caribbean Group has developed a proposal that 
a Caribbean Development Facility be established to try to mobolize 
$125 million for each of the next three years for local currency 
financing of these and other projects. In your last le-tter to 
Venezuelap President Perez, you indicated that we v1ould be "prepared 
to make a substantial contribution to this facility, provided 
that other donors do the same and that recipient countries take 
adequate action to address their economic problems and develop­
ment requirements". In response, President Perez has pledged 
to contribute 10% of the funds of the CDF. 

'"' 

4. The emphasis in your letter o:ri self-help was well placed: 
External help to the Caribbean will only achieve its purpos��.«J· 
if it produces a needed improvement in local policies. 

5. State and AID now propose (Tab A) that you approve a us. first­
year (1978-79) commitment to the proposed Caribbean Development 
Facility of up to $37 million. (This is a figure that a DepUty 
Assistant Secretary of State used, without authorization, in 
talking to other countries about the contribution that the US 
would consider providing for the first year of the program.) 
State and AID propose to secure this $37.5 million as follows: 

�GDS 
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a. 520 million in develooment assistance would be re­
programmed from other Latin Affierican middle-income countries 
--e.g., Paraguay. 

b. A $9 million PL-480 oroaram durrently planned for Haiti 
and up to $8.5 million for PL-4AO aid to the Dominican Republic 
(or a total of $17.5 million) would be reproqrammed from other 

Planned uses ; and would be counted as part of our contribution 
to the Facility. 

6. State and AID also envisage the possibility of US contribu­
tions for FY 1980 and 1981. 

7. The reprogramming of $20 million in development assistance 
is probably feasible, since AID programs for some of these 
countries are lagging. The proposal to secure $17.5 million 
from PL-480 presents several problems� 

a. The Haiti program is a model of AID's recent efforts to 
imProve the developmental impact of food aid, and is being offered 
in return for a set of specific reforms which may not coincide 
with those which may be set under the new Facilitv. An attempt 
to make the program do double duty could compromise this effort 
at Program improvement and weaken our position in the delicate 
reform negotiations now underway with Haiti. 

b. ReProgramming for the Dominican Re�ublic is orobably not 
feasible since the 1979 PL-480 budget is already overt)rogrammed, 
and difficult decisions on oriorities will be required in August 
when more definitive information on needs and costs become 
available. 

8. US contributions would be used to t)ay for t)rojects' local 
currency costs. This is not the usual AID oractice and would be 
resisted by Congress, even though some members of Congress support 
our efforts in the Caribbean. 

9. If the US, as the main force behind the Caribbean Group, does 
not contribute, the Group is likely to collapse. 

10. Several issues remain to be resolved� the outcome will 
determine whether this Facility evolves in a way consistent 
with your original 1977 Caribbean pol.icy decisions. These 
issues concern the way in which the Facility will be set up, 
and the Programs for which its funds will be used. 

RECOMMENDATIONS 

11. We recommend that at the June 19 Caribbean GrouP meeting 
the US indicate that: 

� GDS �ONFH1ENTiAb 
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a. It is willing, subject to Congressiona L approval, to·. 
provide an increase of $2& million in �evelopment assistance 
for the Caribbean countries, foil:" the p�riod July 1978 to July 
1979, subject to other donors being willing to match our aid 
in the ratio of 7-3, and subject to self-help acceptable to 
the World Bank or IMF (the·se funds to be secured by reprogramming 
AID funds from other middle-income Latin American countries) . 

. 

b. The US is reviewing its existing aid programs to see 
whether additional aid funds can be pledged +or 1'978-79, but 
the outcome of this review is uncertain . 

· 

c. It cannot ·enter into commitments for future years, since 
this will depend on a number of variables that cannot now be 
foreseen -- including the availabi lity of US aid funds and com­
peting demands on these funds, as well as. the facility 1 s succes·s 
in promoting local self-help, other countri.es 1 contribut ions, 
and regional integration. . 

� Approve above OMB-Treas ury-Owen 
· 

. 
recommendation for commitment of 
$20 million, and review of existing 
aid programs to .see if more can be 
found 

12. �ve also recommend : 

Approve, instead, State-AID recommendation 
for commitment of up to $37.5 million 

Disapprove 

a. that the $20 million referred to above only be made 
available if we (Mcintyre and Owen) are satisfied that this will 
be done in a way consistent with your 1977 Caribbean policy de­
cisions and if we find that the repirogramm ing will not damage 
existing prog.rams; 

· 

b. that you approve the ad.ditional $17.5 million be ing made 
available in 1978-79, if State and AID can come up with ways o f  
reprogramming these funds that we believe meet the above cir'iteria. 

V Approve � 
Disapprove p 

13. We also recommend that you sign the i�r to President Perez 
,at Tab B, which was drafted in State, revised slightly in the 
White House, and has been approved by Jim Fallows. 

. i 
Electrostatic Copy Made 

'· 

euN1"1DE1'1'l'It-\:f:l GDS for Preservation Purposes 

\ 
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MEMORANDUM FOR: THE PRESIDENT 

FROM: warren Christoph 

John J. Gilligan 

7811'587 

LIIT£1 'lfiCIALI£ 

DEPARTMENT OF STATE 

WASHINGTON 

June 14, 1978 

SUBJECT: As·sistance to the Caribbean 

I. ISSUE FOR DECISION .. 

Approval to extend support to a World Bank proposed 
special assistance facility for the Caribbean designed to 
meet priority development needs in the face of critical 
balance of payments problems; and to sign a letter 
replying to President Carlos Andres Perez of Venezuela. 

II. BACKGROUND 

One of the important foreign policy initiatives of 
your Administration has been an imaginative new approach to 
the critical problems of the Caribbean. Conditions in 
this region are particularly significant because of their 
impac't directly on United s:tates dome.stic interests, including 
migration, trade, investment, tour ism, and narc.otics. 'I'he 
current economic situation threatens political stability 
which could undermine democratic institutions and tempt 
Cuba to intervene. 

The key element in our Caribbean strategy is to en­
courage the countries to cooperate more with each other to gain 
economies of scale and to build individual national and group 
self-confidence as the influence of the traditional metropolitan 
powers recedes. We urged the World Bank to establish a multi­
lateral group for cooperation in the Caribbean consisting o.f 
both donors and recipients. The group has two purposes -­
increasing the overall levels of assistance and assuring maximum 
efficiency in its utilization. The World Bank was initially 
reluctant to assume the leadership role but under strong 
pressure from us it has put the group together. The first 
regular meeting will be held in Washington June 19-24. 

UITD Ifill II£ 
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To maintaiR satisfactory leve.ls· of development, 
the world Bank has identified an annual requirement · 
during each of the next three years o:f· approximat-�1y $125 

mill ion to partially finance local ·C.os·ts of externa:).ly­
assisted projects, .and has recommended the .establishment . 
of a special Caribbean Developm�nt Facility to rriobil ize: -the 
necessary additional resources. · Whi.le ·U.S. support. o� this 
facility would represent a departure from current use� of 
A. I. D. resources, we have concluded that the. Bank • s .approach 
has merit. 

· ' · · 

We have indicated to other donors that, subject to 
concurrence of Congre.ss, we would consider provi:ding about · 
JO% .($37.5 million if the full amount is forthcoming) of the 
funding for the first yea-r of the program if other donors· 
provide the remaining support, and if re�ipients commit 
themselves to the. necessary self-help measure.s. We would · 
meet our commitment to the facility for the initial year 
beg inning July 1, 197 8 by reallocating development a:ssistanc·e 
and if possible PL-4-80 within budget ceiling,s for FY 1978 and 
FY 197'9. Development assistance .of $20 million wc;mld be 
reallocated in FY '1978 lor basic human nee.ds projects. in the 
English-speaking countries from ot·her Latin American middle 
income countries such .as Paraguay. This would bring the 
FY 1978 A.I.D. level up to $78 million. About $23 �illion in 

'PL�480 Title I Assistance had also been previously bu�geted 
in each of the two years • .  An additional $9 million of the 
$37.5 m.ill ion proposed for the f.ac.il i ty would be ava.ilable · 
only for Haiti in the form of PL-480 under a Ti.tle III 
program .• 

We also want to be able to provide additional suppo.r t 
for development progr.ams in the Dominican Republic after 
President Guzman is inaug.ura·ted. The World Bank estimates 
indicate that $25 million of the $125 million should be 
allocated to the Dominican Republic. Thus we anticipate the 
need in FY 1979 for $8r5 million in reallocated PL-480 or 
development assistance for the facility. Should it become 
necessary to reallocate FY 1979 A.I.D. funds in order to meet 
the full U.S. commitment to ·the facility, we would do so within 
the FY 1979 budget allocat-ions for middle income Latin Ameri.can 
countriesr this might tesult in Caribbean A.I.D. levels slightly 
above the $87 milliOn mark you set in Decemb�r. 

Whil.e our specific commitment would only be for the 
first year of the facility, future commitments are implied. 

LIMITED OFFICIAL USE 
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If the first year proves to be ef{ective, we would· expect 
to consider, within the overall A.I.D. and PL-480 budget 
ceilings. you may establish, additional contr i'butions in 

. FY 198'0 and FY 1981, along with' the regular developme�t 
. program for the Caribbean�· 

· 

You should be aware that we may encounter some Con� 
gressional r.esistance to financing. local costs of other donor 
projects. However, overall the Congre.ssional reaction to 
the Caribbean Group initiative has been very favorable. 

Since your visit to Caracas in Ma·rch you have 
corresponded extensively with President Perez with r·egard·. 
to the Caribbean. Previous correspondence · is at Tabs 2, 3, 
and 4·.. At 'l'ab 1 is a reply to ·Perez • latest �ette,r expre:ssing 
the hope that his strong initiative with othe·r donors will 
lead them to s·upport the facility. 

A detailed' discus.sion of the proposed facility is 
q t tached at Tab 5. 

Recommendat.ions 

1. That you approve a u.s; commitment to the first-year 
requirement·s of the �acility· o.f up to $37.5 million, with the 
u.S. contr ib.ution to be drawn fr.om reprogramming FY 1978 and 
FY 19.79-A.I.D. and, to the extent other priorit ies permit, 
PL-480 .Title .I resources. 

Approve _Disapprove 

2. That you sign the letter to President. Perez at 'I'ab 1. 

Treasury concurs iri these recommendatio.ns. · 

Attachments: 

'iPae 1 Draft: .reply La: President: Pez CB" I le Lt:er. e:f Jtt8C 1 r 

Tab 2 - From Piesident Perez, June 1. 
�6 3 P"rom FE e9i:aeu�ez t==Ap£ ii 1!17. 
Ta·b 4 - Reply to President Perez, May 17. 
'l'a!PS eati@I::J@an I>evelSJ?RHilai:=Fae-tlit:y Sali.E..!'f!IL Peal&IUIL 
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His Excellency 
Jimmy Carter 
President of the United 
States of America 
Washington, D.C. 

Dear President Carter: 

Embassy of Venezuela 
Washington, D.C. 

LS No. 67587-B 

.:t\J� � \�7 � 

On May 16.-17, 1978, under World Bank auspices, a meeting was held at 

Paris of potential contributors to a special facility providing additional 

financing for development projects and programs in the Caribbean region. 

On that occasion the World Bank estimated the. amount of external official 

capital assistance to the area over the next three years to be US$1.95 bil-

lion, equivalent to an_ annual-average of US$650, million. According to 

these estimates, US$450 million per·year would have to be "soft assistance." 

The concrete proposal made to those of us attending the meeting was 

that we establish a special five-year fund for development programs and 

projects, toward which the first-year contribution would be US$125 million. 

The central purpose of this fund would be "to provide a substantial part of 

all official assistance required to finance the local costs and contingencies 

of development projects and programs partially financed: by external sources." 

[Translated without reference. to official English t'ext.] 

Two complementary aspects of assistance would be additional contribu-

tions to strengthen the technical capability of the region .. · through the 

Caribbean Development Bank, in order to prepare and implement investment 

projects, and substantial balance of payments support for countries like 

Jamaica and Guyana which are facing a critical situation in their external 
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sector. It was estimated that the latter category of assistance would 

require US$125 million per year. 

On that occasion the United States Delegation was the only one able 

to announce its.intention to contribute US$37.5 million, amounting to 30 

percent of the Bank's proposed .goal for the special development fund. 

Therefore, in order to achieve the objective of "supplemental" assistance 

for the region with which I believe all the parties concerned, contribu-

tors and recipients;, concur, it became imperative to schedule a new meet-

ing of contributors for June 1. I hope that at this new meeting your 

country, like ours, will be in a position to make known tentatively its 

decision to cooperate in the said plan, in addition to any other efforts 

. -which it may . have made. 

As the Representative of Venezuela stated at the Paris meeting, my 

country has undertaken a considerable cooperation effort in the region in 

recent years. Despite the extent of this effort, which far exceeds what 

might be asked of us as a developing country., we are prepared to announce 

a :first;_year contribution equivalent to 10 percent of the desired goal. 

The terms of our contribution will be specified in due time by our repre-

sentative. 

We cons-ider that the proposed fund of US$.125 million is insufficient 

from all standpoints and would have the same flaws that have marred such 

programs in the past. I only wish to draw your att·ention to the extent 

and the terms of the problem on which the countries concerned and the or­

ganizations which will be involved in its implementation will have to reach 

agreement on June 19 at Washington when the Caribbean Group meets, and to 
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which my Government attaches special importance. 

Our basic crit'erion for the preparation of this program is, through 

an appropriate injection of sof't financ.ial resources, to stabilize programs 

of national or subregional interest in the area in order to check and reduce 

the current levels of unemployment and at the same time serve as a positive 

factor in improving the payments situation in those countries. I consider 

it essential that the programs be established by the countries concerned, 

individually or collectively, through their own mechanisms of economic or 

financial coordination, Caricom, East Caribbean Common Market, Caribbean 

Development Bank, or any that they might agree to establish, assisted tech-

nically by experts of other participants. In other words, it is most im-

,'· portant that this not become one more program imposed by a small group of 

countries inclined to cooperate without much concern for whom the program 

will benefit. 

Perhaps the sole condition that I would venture to suggest to you is 

that the recipient countries define. their aspirations within the program 

through action designed to integrate their economies· and subsequently create 

stronger ties with other integration movements at the regional level. I 

believe that part of this approach finds acceptance in some countries which 

stated their views at the Group's meetings, even though they follow the 

orthodox line of organizations such as the International Monetary Fund, which 

can almost make the conditions of access to resources so rigid as to obstruct 

their peoples' legitimate aspirations to social progress. 

·Cordially yours , 

" / 

Carlos Andres Perez 
President of Venezuela 
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THE WHITE HOU'SE 

\'o"::\SI·JJ:-.:GTO:O.: 

May 17, 1978 

Dear Mr. President: 

Doth of us hope that a cooperative approach \-I ill 
speed development in the Caribbean; both of us 
know that the support of our two countries is es-­
sential if this approach is to succeed .. That is 
why I was pleased and encouraged·to find in your 
le·tter 9f April 28 that our vieHs are similar on 
most basic points regarding the future of the 
Caribbean Group. I assure you that roy Administra­
tion is committed to its success , and \·Je intend 
to provide strong support to Caribbean development 
and the Caribbean Group Hithin our·budgetary con­

straints .. 

Arnbassador Vaky has already had dc·ta.iled discus­
sions with Hinister Hurtado on the full scope of 
issues connected with the Caribbean Group. HoH­

_ever, I \'las particularly glad to learn from your 
letter that \ve both believe that the nations of 
the r(i!gion should lead the 'h•ay in designing the 
region • s economic development programs, and 1:hat 
we should encourage them to adopt a regional 
approach to their economic problems '\>lhcncv·er 
possible.. True economic integration in the 
Caribbean still lies some distance in the 
future, but \ve should seize every opportunity 
to strengthen existing re.gional institutions 
such as the Caribbean Development Bank and 
CARICOM, and to broaden their mandates and 
activities. \"7e are particularly concerned 
that the Caribbean Development Bank, as the 

·only international financial institution 
focused exclusively on the Caribbean , has thus 
far not foURd ways to relate to the non-English·­
spe�king cotlntries of the region. I hope that 
we can \vox:k together to facilitate broader 
cooperation among all the countries of the region. 
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We have also been exam1n1ng the World Bank's pro­
posal for a speci al facility to help governments 
continue important development projects \'7hile 
their countries are passing through this diffi­
cult period of adjustment. \'1e are prepared to 
make a substantial contribution to this facility, 
provided that other donors do the same, and that· 
recipient countries take adequate ac tion to ad-

. dress their economic problems anc1 development 
requirements. 

It \-1as a great personal pleasure to meet with 
you during 11\Y all too brief visit to Caracas in 
March1 and -x ··look forward to the chance of seeing 
you ag ain in Panama. 

His Excellency 
Carlos 1\ndrcy$, Perez 
President of the Republic 
Caracas 

Sincerely, . 

of Venezuela 
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THE WHITE HOUSE --- :-1-

WASHINGTON 

J:un� 16, 1978 

Mr.. President: 

I 
I 

Your decision to supply 10 percent ofl th�: 
fin

c;t
.

nc;=ing for the Caribbean Developmef·t i : 
Facill.ty (CDF) proposed by the World. ank 
is a welcome one. 

' 

I . . I 
Since most of the funding will have to be pro! 
vided by countries other than the United· :states 
and Venezuela, your initiative in writing to i ; 

a number of heads of government 1:1rging them to 
support the Caribbean Group and the CDF will be 
very helpful. I hope you will keep me informed 
of the responses you receive, particularly frqm 
Japan and the Federal Republic of Germany. We,· 
too, are consulting with these government·s. We 
are also discussing the pos·sibility of addi- 1· 
.tional p:rogram lending by the World Bank with .i 
Bank officials. 

· 

I 
. j · I· I 

I ! 

We share your belief that the recipient countriesi 
must establis.h and follow effective self-help! !. 
economic policies which are consistent with their 1 

stabilization and development requirements.· �d 
we share yot;tr vie� thc;t i� is impo:tc;n� t<;? i 
support reg1.onal Jinstl..tUtJ:.ons and l.nl.tl.attves .• l 

According,ly, we plan to channel much of the i 
development assistance we willl: provide to1the! 
new facility via the C'ar.ibbean Development Barik.l 

! I : 
Like you, �e

. 
have been ':latching the situation \ ·\: 

in the Doml.nl!.can Republl.c carefully.. Our , 1 

Embassy reports 'that 'one O·f the major problems 
President-elec·t Guzman will face after his i 
inauguration in August will be growing balance 
of payments difficulties. Thus the CDF may be 
part·icular ly important for the Dominican 
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His Excellency 
Carlos Andres P8'rez 

f 
. I 

President of th� �epublic of Venezuela 
Caracas 

. i . .  
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THE WHITE HOUS'E 

WASHINGTON 

June 19, 197 8 

MEMORANDUM FOR: THE PRESIDENT 

F ROM : RICHARD PETTIGREW � 

SUBJECT: Reorganization Progress Report 

Here is the latest issue of our bimonthly progress report. 
It will be going out to the agencies, Congress, and the 
press. 

Attachment 

:; 
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Reorganization 

Progress Report 

· Hi·ghlights 

June 26, 1978 

CIVIL SERVICE--On May 23, President Carter sent Congress a 
reorganization plan establishing a new structure for federal 
personnel management. The plan is part of a comprehensive civil 
service reform program announced by the President March 22. · This· 
program is designed to improve government performance by (.1) 
establishing genuine merit incentives for federal employees; (2) . 
increasing personnel management flexibility; and (3) strengthening 
protections against political abuse of the civil service. (Page 3) 

I 

EDUCATION DEPARTMENT--OMB Director James Mcintyre has submitted 
to Congress the Administration's proposal for a new Cabinet-level 
Department.of Education. The proposed Department wQuld include 
education-related programs now scattered among sevel'i departments 
and agencies. (p. 7) 

· 

EMERGENCY PREPAREDNES S--On June 19, the .President proposed a major 
reorganization of the Federal Government's emergency preparedness 
and disaster response programs. The reorganization consolidates 
five existing agencies and six additional disaster-related responsi-

�· bili ties· into a single structure. (p. 8 ) 

EQUAL EMPLOYMEN.T PLAN GAINS APPROVAL--Both houses of Congress have 
acted to approve Reorganization Plan a----------------­
No. 1 for 1978. The plan, which 
consolidates the Federal Govern­
ment's equal employment enforcement 
activities, went into effect May 6. 
'(p. 7 ) 

. REGULATORY REFORM--President Carter· 
has issued an Executive order 
designed to simplify federal 
regulations and reduce their 
burden on the American public. 
The order, now being implemented, 
requires agencies to write federal 
regulations clearly and minimize 
paperwork and red tape. (p. 10) 

Inside----
LIST OF PROJECTS • • • • • • • • 2 

Civil Service Reform • •• •  3 
Education • • • • • • • � • • • • • · • • 7. 
Emergency Preparedness •• 8 
Cash Management • • • • • • • • • 6 
EEO Reorganization • • • • • •  7 
Federal Planning 

Requirements • • • • • • • • • • • lO 
· Regulatory Reform � ;; ; · • • • •  1() 

PROJECTS ONDERWAY • • • • ••• l2 

\President's Reorganization Project 
I 
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LIST OF PROJECTS·. 

Cash Management 
Civil Service 
Education 
Emergency Preparedness 
Equal Employment Enforcement 
Federal Planning Requirements 
Regulatory Reform 

PROJECTS UNDERWAY 

Administrative Support Services 
Automated Data Processing 

·Border Management 
Civil Right:s 
Community and Local Economi·C Development 
Department of Defense 
Economic Analysis and Policy Machinery 
Food and Nutrition Policy 
Human Services 
Justice System Improvement 
Law Enforcement 
Legal Representation 
Na.tural Resources and Environmen;.. 
OSHA-Workplace Safety and Health 
Surface Transportation Regulatory Reform 

EARLIER REORGANIZATIONS 

Page 

6 
3 
7 
8 
7 

10 
10 

12 
12 
14 
14 
14 
13 
13 
15 
13 
15 
15 
14 
15 
16 
16 

.. 

During 1977, the Congress approved three Presidential reorgani­
zation initiatives: streamlining of the Executive Office of the 
President; creation of the new Department of Energy; and consoli­
dation of the United States Information Agency and State Department 
cultural affairs functions. Numerous intradepartmental reorgani­
zations were also instituted. 

. ' 
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Report on Projects 

This report lists projects undert�ken by th� Pres�dept's Reorgani­
zation Project. In each case.,, it c:::ont.ains prqj�ct c:lescription, 
objectives and status. The report �lso l:t�ts; n�me.s and phone 
numbers of principal staff persons who can p:r:ovide up..,.to-date 
information on the project. 

* * * 

CIVIL SERVICE--Pres.idertt Carter has proposed, a qqmprehens·ive 
program to reorganize and reform the Federal Civil Service system. 
The program includes two elements: a civil servic.e reform bill, 
introduced March 2, and a civil service reorganization :plan, 
submitted May 23. 

1) The reform legislation contains the fo],lowi.:r:tg key· elements: 

* Senior Executive Service - The bi,ll would create a Senior 
. ExecutJ.ve Service of approximately 920(} senior exe.cutives 

whose duties are managerial and who are now compensat_ed 
from the GS-16 lev.el through Exe.cutive Level IV. Entrance 
into the Service would be voluntary for per$ons now at those 
levels. Those. who enter the Senior Executive Service col:lld 
be assigned anywhere they are needed; career executives 

·· 

would be eligible for annual bonuses for superior 
performance; and executives; CO\,l_ld be removed from the 
Executive. Service for poor performance. 

The Service would include both career and non-career 
employees, with a statuto�y limit of no mo:r:e than 10·% non­
career executives, which approximates the current proportion 

. of policy positions in the execut,ive ran�s. Managers would 
no longer receive automatic pay increases based on longevity. 
Agency heads would be authorized each year tp distribute 
bonuses to not more than 50% of the senior executives j_n. 
recognition of superior performance. 

*.Incentive Pay for Other Managers a:nd Supervisors - The 
l.eg.islation would authorize the use· of incentive pay for 
t;:he 72,000 federal manag19rs and supervisors in grades GS-13 
through GS-15. Managers who perform in an unusally productive· 
fashion would be eligible for annual bonuses. They would·no 
longer receive automatic "step" increases in pay, and would 
receive only a portion of their annual comparability pay 
increases. In return, they would be eligible to receive 
pay increases of up to 12% of their salary based upon actual 
performance. 

· 
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* Fairer, Speedier Appeals sys.tem - The legislation would 
provide managers iri the Federal Government the authority 
to manag.e. It would· reduce the red tape and costly dela:ys 
in the present personnel system; it would assure both the 
employee and ·the government timely decisions. It would 
establish by statute, rather than executive order, the 
right of employees to appeal personal actions.. It would 
set fair and sensible standards to apply in hearing any 
such appeals, while eliminating redundancies. 

* Changes in Veterans' Preference Provisions - The proposed 
modification of veterans' preference would improve employ­
ment opportunities for disabled veterans and Vietnam-era 
veterans. It would reduce, however, the li£etime preference 
now available to non-disabled veterans. 

Disabled veterans, including disabled military retirees 
would continue to receive all present entitlements without 
time limit. In addition, those with ser vice-connected 
disabilities of 50% or more, and those en rolled in job-related 
training programs, could be non-competitively appointed. 
Special employment programs created for Vietnam-era veterans 
under a 1970 executive order would be expanded. and extended 
through fiscal 1980. 

The legislation contains a two-year extension of the Vete.rans' 
Readjustment Appointment Authority to permit Vietnam-era 
and disabled veterans easier entry into the federal work­
force. It also amends this authority to expand federal job 
openings for covered veterans through GS-7, and to waive.the 
educational limitation for disabled '[eterans. 

The proposed modifications in veterans' preference include: 

--limiting the 5-point preference awarded to veterans' 
applications to the ten-year period following discharge. 
(This provision would oecome effective two.years after 

enactment.); 

--eliminating veterans' preference for retired military of 
field grade rank (major/lieutenant commander and above) , 
and limiting veterans' preference for other retired military 
personnel to three years following retirement; and 

--restricting the absolute preference now accorded non­
disabled veteians in Reduction-in-Force (RIF) situations 
(after their first three years of federal employment, such 

veterans would be granted only an additional five years of 
seniority for purposes of determining their rights) . 
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* Decentralized Personnel Decisiorunaking - Job examination in 
the federal career service is now done almost exclusively 
by the Civil Service Commission. Because of this rigid 
procedure, it may take as much as sfx to eight months to 
ha.ve a desired applicant fill .an agency position. The 
l�gislation provides for del�gation of selected personnel 
authorities to departments and ag.encies. The new Office. of 
Personnel Management would have the authority to direct 
corrective action whenever this delegated .authority is 
misused. 

* Expanded Cho:ice in Hiring. - The existing requirement limiting 
the hiring agency to a choice among the top three candidates 
on a civil service list would be amended to allow generally 
a choice among the top seven. 

* Regulations Affecting Hiring of State and Local Employees -
The legislation would consolidate into a single set of 
regulations the multiplicity of instructions af.fecting the 

. hiring of state �nd local employees under grant programs. 

2)_. The Reorganization Plan, submitted to Cong.ress May 23, would 
provide the structural framework for civil service reform. 
The Civil Service Commission now serves simultaneously as the 
protector_of employee rights and the promoter of efficient 
personnel management policy. The reorganization plan divides 
those two roles be-tween two separate agencies--The Merit Systems 
Protection Boar.d and the Office of Personnel Management. 

. . 

*The Merit systems Protection Board would be an independent 
agency under bipartisan leadership and would have the policy 
and adjudicatory responsibilities and authority to deal with 
employee complaints and appeals, and to prevent reprisals 
against "whistle blowers." 

The proposed legislation would create a Special Counsel for 
the Board, appointed by the President and confirmed by the 
Senate, to investigate and prosecute political a·buses and 

.merit system violations. This will help safeguard the rights 
of "whistle blowers." 

* The Office of Personnel Management would be the pfrimary agent 
advising the President and helping him carry out his responsi­
bilities to manage the federal workforce. The Office would 

- develop per-sonnel policies, provide personnel leadership to 
agencies, and adminis·tE�r central personnel programs. It 
would be headed by a director and a deputy director, both 
appointed by the Pres:ident and confirmed by the Senate. 

f.· 
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The reorganization plan would also create: 

--a Federal Labor.Relations Authority, which would consoli­
date the. third-party functions in the federal labor-manage­
ment relations. It .would be an independent agency operating 
under bipartisan leadership with final decisional authority 
on matters within its jurisdictions. 

--a General Counsel with responsibility to investigate and 
prosecute alleged unfair labor practices before the FLRA. 

--a Federal Service Impasses Panel as a separate entity 
within the FLRA. 

The Civil Service reform project is a cooperatiVe effort of the 
u.s. Civil Service Co:ntrn:ission: an:d the President's Reorganization 
Project. 

Contact: Howard Messner (395-4960) 

CASH MANAGEMENT--The u.s. Treasury will save at least $12.5 million 
in each of the next two years by implementing new and more efficient 
cash management procedures. 

The procedures have been implemented by the Treasury Department in 
coordination with the Federal Cash Management Reorganization Project� 
of OMB. The Project was established in 1977 to identify opportunities 
for applying modern cash management techniques in the Federal Govern­
ment. The Project has so far undertaken cash management reviews of 
five federal agencies--Trea·sury, Transportation, Energy, Agr.icul ture 
and the General Services Administration. 

The cash management program at Treasury has addressed three areas: 

1) Accelerating Receipts 

Treasury has taken a· number of steps to ensure tha·t federal 
receipts are collected and deposited a·s quickly as possible. 
These include: increased use of electronic funds transfer; 
streamlined use of tax cards; new procedures to prevent 
taxpayers from "playing the float;" and the institution of 
special handling for large-amount receipts. 

2) Controlling Disburseme;nts 

Treasury has implemented sophisticated procedures to ensure 
that government obligations are paid on time but not sooner 
than they are due. ·one such procedure is the "letter of 
credit" disburs'ing system under which grantees are paid 
not in advance, but only when the funds are actually 
required. 
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3) Reducing Idle Balances 

Under a measure. approved by Congress last October, the 
Treasury may now earn interest on tax and loan bala�ces 
held in private financial institutions. (These tax and 
lo.an balances are used by Treasury to collect income 
withholding and other taxes) . 

,, Co?t�ct: Dick Cav�ncilgh p95-5870) 
', '.; :·: f: ; . ; ', � •. ' • ' . - . . 

:-- .. ,� I .. 

EDUCATION--:OMB Director .James T. Mcintyre presented the
' 

Admini's­
tration' s proposals for a new Cabinet-level Department o.f Education 
in tes.timony before the Senate Governmental Affairs Committee 
April 14 and May 17. The Committee is considering, S. 991, legis­
lation to create such a department. 

Programs proposed by the Administration for transfer to the new 
department include the college housing program (HUD) , two student 
assistance programs (Just±ce), chill:d nutrition programs (Agri-: 
culture) , the· USDA Gradua·te School,- several science education 
programs (National Science Foundation) , Indian education programs 
(Interior) , overseas schools for American dependents (E>efense) , 

and the follmving programs now located in HEW: several health 
student loan programs: the telecommunications demonstration 
program, education-related civil rights responsibilities, Project 
Head Start, and the 130 programs located in HEW's Education 
Division� as well as budgetary oversight of the Special Institu­
tions • The proposed departmeii·t would have a budget of $17.5 billion 1 
larger than.seven existing Cabinet departments. 

Creation O·f ·this broad department is designed to achieve the 
following objectives: 

---enable the Federal Government to be.tter manage existing 
education p·rograms by bringing tog.ether in one place 
programs now scattered across the government: 

--improve rel.ations with state and local governments by 
establishing clear...;.cut accountability for education matters 
at the federal level. 

Contact: Patricia Gwaltney (395-�014) 
. . 

·EQUAL EMPLOYMENT OPPORTUNITY--Reorganization Plan No .. 1 for 1978.1 
deal1.ng with the Federal Government's equal employment opportunity 
enforcement programs 1 went. into effect May ·6. 

Under authority adopted by Congres,s last year, reorganization plans 
.become effective automatically unless either house votes to dis­
approve them within 60 legislative days. Introduced February 23� 
the plan was subsequently approved by the House Government Operations 
a·nd Senate Governmental Affairs Committees. On April 25., the House 
rejected a motion to di$a.pprove ·the pl,an by a vote of 35·6 to 39. 
The Senate book no formal action on·the floor. 
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Reorganization Plan No. 1 went into effect in the same form as 
that submitted by the President. The plan makes the Equal Employ­
ment Opportunity·Commission the principal agency in fair employment 
enforcement. Together with .oth�r Presidential actions, it consoli­
dates equal employrnent opportunity programs and lays the foundation 
of a single, coherent federal structure to combat job discrimination 
in all its forms . •  

The reorganization plan transfers to the Equal Employment Oppor­
tunity Commission several nondiscrimination responsibilities 
currently held by the other governmental units. Included are the 
following authori.ties. 

--to coordinate ail federal equal employrnentprograms, an 
authority currently held by the Equal Employment Opportunity 
Coordinating, Council (to be implemented by July 1, 1978); 

--to ensure· equal employment opportunity for federal employees, 
now held by. the U.S. Ci·vil Service Commission (October 1, 
1978); and 

·--to enforce the Equal Pay Act and the Age Discrimination in 
.Employment Act, now held by the Labor Department (July 1, 

1979) • 

The Pres.ident also announced February 23 that he will issue an 
Executive order consolidating responsibility for ensuring non­
discrimination compliance by federal contractors in the Labor 
Department's Office of Federal Contract Compliance Programs. The 
Labor Departmen't currently shares this authority with eleven other 
governmental departments and agencies. Consolidation of "contract 
compliance" responsibility will take effect October 1, 1.978. 

The, President said he would review by 1981 all aspects of ·equal 
employment opportunity enforcement. His review, to encompass the 
Labor Depar.tment 's performance as well as the· EEOC's, will deter­
mine whethe:r further changes are desirable� 

Contact� Jeff Miller (395-3937) 

EMERGENCY PREPAREDNESS--The reorganization proposed June 19 merges 
into one agency federal programs involved with preparednes·s, 
mitigation and response to national emergencies ranging from 
natural and manmade disasters to nuclear attack. The current 
fragrnen.tation of these pr:ograms has ca\1sed redundancy and ineffi­
ciency in the federal · e.ffort and confusion on the part of States 
and localities. 

The reorganization is designed to achieve the following objectives: 

-,.-make a s·ingle agency, and a sing.le official, accountable to 
the President and Congress for all Federal emergency prepared­
nes·s, mitigation and response activities; 

--create a single point of contact for State and local govern­
ments, who have str.ongly urged consolidation of Federal 
e.mergency programs. (State and local emergency planning is 



-9-

generally t:onduc.ted now on an "all-hazard" basis, which 
takes advantage of program similarities inherent in preparing 
for the.full range of emergencies--natural, manma,de and 
nuclear.); 

--enhance the dual us·e of emergency preparednes• and response 
resources at 'all level-s of government by taki.p<J.ad:van.tag,e. 
of the

.
similarities in planni�g and respO��e �c'F.tY:i.t:f�� f9r 

peacet1.me and attack eptergenc1.es; and · ' , · . ·. · · 
· ·  .. '. - ,· 

-.;.provide an improved ba.sis for determining. the relative 
bene:fits.,;.-and cost.-effectiveness.�-of spending for hazard 
mitigation, preparedness planning, re-lief operations and 
recovery assistance. 

· 

The reorg,anization progFam consolidates five e�isti:ng agenci.es 
into a combined unit: 

.... -The Defense Civil Preparednes:s Agency (Defense Department) , 
which administers the national civil defense progra,m and 
provldesplanning guidance. and financial· assistance to State 
and local. governments for attack and, as a secondary·mission, 
natural disaster p�reparedness. 

;...""The Federal Disa·ster Assistance Administrati<;>rt (Housing and 
Urban Development) , which coordinat.es and funds federal natural 
dis�ster reli�f operations. 

-:-;...T�e Fed�ral J?r
.
epareoness Agency . (Genera,! Services Administration) , 

. ·which coordinates c.ivil planning for national emergencies. 

--The. Federal Insurance Admiriist'l:'ation (Housing and Urban Develop­
ment) , which manages the flood insurance and hazard reduction 
programs. • (This unit devotes the bulk of its staff to identi­
fying flood hazard zones and assisting in the establishment of 
local flood �lain zoning and building standards.) 

--The National Fire Prevention and Control Administration (Commerce 
Department) , which.· a.dministers the federal fire pre:v:ention 
program· in coordination with State and local governments. (The 
program helps coln:munities· set fireproof construction stand-ards 
ahd impl.ement other preventive ·measures.) 

The reorganization transfers several other, closely-allied functions 
to the new Federal Emergency Management Ag.ency: · 

. . 

--The cominunity preparedness programs for weather emergencies, 
· administered by the National Weather Service (Commerce) ; 

-�The Earthquake Hazard Reduction Program, Office of Science 
and Technology (Executive Office of •the President) ; 

-..,.The Dam Safety Coordination Program., Office of Science and 
Technology (EOP); and 
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--The •Fed,er�l Emergency }3roadcas·t $ys,tem oversight responsi.:.. 
bility, Office of S'cienc� :and Technology (EOP). 

. .· ; - . 
The .consolidi:rted 'agency, reporting directly to the President, will 
also have two emergency functions not now assigned to any specific 
federal ag_ency·:: · {lJ coordination. of emergency warning. and (2) · 
federal response •to consequences of. te·rrorist incidents. 

_Reorganization Procedure 
: • _., ·,_ . -�- !.' . ' .• 

The reorganization take·s the form of a reorganization plan, sub­
mitted to the Congress June 19; and a series of executive orders 
to be is:sued when the pian becomes effective. 

Contact: William Harsch (3·95-5105) 

FEDERAL PLANNING REQUIREMENTS--To.· review federal planning require­
ments accompanying federal g.rant-in�aid programs to Sta.te and local. 
governments, including areawide planning and development bodies. 
The objectiye is to eliminate, simplify or consolidate federal 
planning requirements where possible and appropriate. There are 
presently 162 federal g:rant-fn;...aid programs with well over 4, 0·00 
planning requirements having eith.er a statutory or administrative 
base. · 

On June 8, OMB· Director Mcintyre reported on the ag�ncies' zero­
base reviews of federal planning requirements. His report identi­
fied a number of .s.pecif.ic reforms, including HEW's program to 
eliminate, simplify or consolidate approximately 60 percent of 
nearlyl400 planning requirements and the Envir.anmental Protection 
Agency's program to consolidate or simplify 165 of 30,0 such require-

. ments. · Mcintyre proposed a year-long: program to monitor these and 
other planning requirement simplifications. 

Contact: Vincent Puritano (395-3774) 

REGULATORY .. REFORM�-on March 23, President Carter signed an Executive 
order designed to simpl.i'fy federal regulations· and reduce their 
burden on the· American public. 

The order directs a11· executive agencies to adop.t rulemaking 
procedures that ensure fec;:leral regulations are written clearly 
and achieve their legislative goals with a minimum of paperwork 
and red tape. The President also sent a letter to heads of seven­
teen independent regulatory agencies asking that they implement 
these rulemaking reforms �oluntarily. 

The Executive order, which the. President promised in this year's 
State ()f the Union address,- directs agencies to reform new and 
existing regulations as. follows.: 

.L 
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Clarity. The order directs that all federal regulations be "as 
simple and clear as possible." 

Inpreased Oversight. The order requires that each agency head 
personally approve all significant regulations before they are 
published. He or she must determine in each case that the 
proposed regulation is needed; that it is the least burdensome 
means of achieving a stated policy; that there has been adequate 
public involvement in the rulemaking process; and that it is 
"written in plain English and is understandable to those who 
must comply with it." 

Public Notice. The order requires that agencies make regular 
early-warnJ.ng announcements o·f any sig,nificant new regulatory 
action that is being considered. These announcements, to be 
made at least semiannually, must include the name and telephone 
number of a knowledgeable agency official. 

Opportunity for Public Involvement. The 'order directs agencies 
tq give the general public an early a•nd real opportunity to· partici­
pate in the development of agency regulations. Agency efforts 

· 

should incl:ud.e sending notices of proposed regulations not just 
to the Federal Reg.ister but to trade magazines and other 
publications likely to be read by those affected. The order 
requires agencies to give the public at least 60 days·to comment 
on proposed significant regulations. 

Regulatory Analysis. The order directs agencies to prepare an 
analysis of those·regulations with potentially significant con­
sequences for the general economy or individual industries or 
regions. These analyses must contain a succinct statement of 
the problem being addressed; an analysis of the major alternative 
ways of dealing with it; and detailed reasons for choosing one 
alternative over the others. 

Review of Existing Regulations. The order directs agencies to 
periodically conduct "sunset" reviews of their existing regulations 
to.deterrnine whether they are achieving the goals of this order. 
Agencies are required to base their priorities in these re�iews 
on the following criteria: the continued need for the regulation; 
the number of complaints received; the burdens imposed by the 
regulations; the need to eliminate duplic�tive regulations; and 
the length of time since the regulation has been evaluated. 

The Executive order is part of an Administration effort to both 
simplify and reduce the burdens of federal regulation. Examples 
of. progress made so far include: CAB's reductions in domestic 
and international airfares; OSHA's decision to eliminate 1100· 

job safety regulations; HEW's Operation Common Sense, which has 
eliminated over 300 pages of regulat.i::ms; EEOC's program to 

_reduce backlogs and discrimination cases and the FCC's rewriting 
into plain English of regulations affecting millions of CB radio 
owners. 

. -� 
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Public information contacts: CAB, Wallace Stefany, 673-59·90; 
OSHA (Labor), John Leslie, 523-9711; HEW, Eileen Shanahan, 
245-1850; EEOC, Daisy Voigt, 634-6930; FCC, Samuel Sharkey,· 
632-7260. 

Agency plans for complying with the Executive. order were p'l!lblished 
in the Federal Reg.ister during the weeks of May 22 and May 29. 
The public has an opportunity to comment on propos.ed agency 
procedures and the lists of existing regulations to undergo 
review. 

Contact: Wayne Granquist (395-3423) 

Projects Underway 

The President's Reorganization Project is conducting studies in a 
number of government areas. These studies have as their objective the 
improvement of government effectiveness through reform of either 
management or structure. Several are directed specifically toward 
reducing the burden o.f government action on the citizen. 

Those s tudies aimed at improving government management include: 

ADMINISTRATIVE SUPPORT SERVICES--To improve management of adminis­
trative services wJ.thin the Federal government. The study focuses 
on the fol.lowing area.s: organi.zation and management, supply and · 

support services, real property, teleconununication, and archives 
and records. 

The project teams have completed 400 interviews and distributed 
questionnaires to more than 10,000 recipients. Those surveyed . 
included.Federal agency personnel; executives from private industry; 
State. government offic.ials; and representatives of trade, intere:st 
and professional groups. 

Study issues include the following: balancing the efficiency of. 

centralization with greater responsiveness (to the particular 
agency needs) of decentralization; resolving the conflict between 
service and regulatory rol.es vested in a single, central agency; 
reconciling the need for s·tatutory, management, and budgetary 
limitat-ions with the desire for streamlined procedures, lower 
costs, and faster service. 

The Administrative Service Project team is developing memoranda 
on each of the issues. Initial discussions of the options among 
Federal agencies began on May 8, 1978. 

Contact: Joe Malaga (235-2403) 

AUTOMATED DATA PROCESSING--To ·improve the use of automated data 
processing in.the delivery of government services. 
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The Federal government .cur·rently spends more than $4 billion and 
employs more than 150,000.people, including contractor personnel, 
to operate 11,·000 computers. Government acquisit'ion,_ management 
and use of these data processing resources has been cr,iticized 
on a number of counts.: that their use by :some ag.encies has failed 
to reduce paperwork; that certain uses of computer technology 
represent a threat to individual privacy; tha.t computer-assis,ted 
process.ing of application's. has been associated with delays and 
inaccuracies.· 

· 

The Data Processing Project is in the final stages of preparing 
individual team reports. Draft copies o·f these will be circulated 
for public review and comment. 

Contact: Walter Haase (235-247'3) 

DEPARTMENT OF DEFENSE--To participate in DOD reviews·of Defense 
management, the, National Military Command Structure, and De.fense. 
resource management. 

Th.e studies wiil seek to determine the following: the appropriate . 
functions to be performed by the Office of the Secretary of Defense, 
Service Secretaries, and Service Staffs; the responsibilities 
for the management and control of combataRt forces; and a more 
efficient organization of support activities. 

On May 3, 19781 OMB conducted an interim review.of the Defense 
Reorganization Studies. The next DOD Steering Committee meeting 
is scheduled for June 13, 1978. 

Contact: Peter Szanton (395-6800) 

ECONOMIC ANALYSIS AND POLICY MACHINERY--To review the economic 
analys�s and policy ma�hinery of the Federal govern.ment; to develop 
ways for improving the manner in which Federal government economic 
policy decisions are made and implemented. 

The project has· completed the first stages of its s·tudy of adminis­
trative structure. 

Contact: Lester Salamon--domestic aspects, 
395-5017; Eric Hirschhorn--inter­
national, 395-3727 

HUMAN SERVICES--To improve the federal organization aRd delivery 
of human· services to needy families and indi vidua.ls. 

The Federal government has a great number of agencies providing 
assistance to states and localities for the delivery of such · 
programs as day care, nutrition, special health services, 
rehabilitation, employment, training .and counseling. These 
program·s are intended t·o complement the major income assistance 

·and health insurance programs·. 

The Human Services study team met with several groups outside 
Washington to discuss its work in coordination and simplification. 

Contact: Patricia G�altney (395-5014} 
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LEGAL REPRES,ENTATION--To review the Federal government's system 
of providing legal advice and representation to its departments, 
agencies and regulatory commissions. Areas of concern include: 
legal counseling, organization of civil litigation functions, 
staff and resource allocation, and improvement in the quality of 
legal representation. · 

· 

As a result of an options paper oistributed for comment throughout 
the government·, final options and recommendations are being prepared. 

Contact: Tread Davis (395-6113) 

* * * 

Those studies aimed at improving government structure include: 

BORDER MANAGEMENT--To p]jovide more coordinated management of ·the 
U.s. borders. The study focuses on the ove�rlap and duplication 
of effort in border patrol and inspection. Proposals will be 
directed toward 'improving border controls and thereby helpi:r:tg to 
restrict the smuggling of drugs and the entry of i.llegal alJ.ens, 
while facilitating le.g.itimate international commerce. 

Reorganization options are now being considered and will be 
presented to the President this month. · 

Contact: Tread Davis (395-6113) 

CIVIL RIGHTS--The EEO reorganization plan became e.ffective May 6. 

Phase II of the civil rights reorganization study deals with 
housing and federally-assisted programs. 

The study team has now met with representatives of major 
state/local interest groups. It has begun circulation of 
an options paper. 

Contact: Jeff Miller (395-3937 

COMMUNITY AND LOCAL ECONOMIC DEVELOPMENT--To improve the organi­
zation of federal local development programs. 

The Federal government has today a vast number of programs to help 
rural and urban communities develop economically. These include: 
over 100 different business-assistance programs in more than ten 
agencies;_46.s.ewage-re1ated programs, implemented through seven 
agencies in five. departments, two independent agencies and eight 
regional commissions; at least 77 different hous.ing programs 
administered by 15 different agencies; and 60 transportation, 
grant-assistance programs. 

Preliminary analysis of these programs suggests great duplication 
of effort and excessive program specialization. Prog,rams that 
should be closely related work in isolation or at cross-purposes, 
�aking it difficult.for localities to package such programs in · 
a manner that contributes to community and economic development. 
By examining how these various programs relate at the local level, 
the stuoy will identify ways to make the federal role in community 
development more rational, thereby helping localities make better 
use of federal programs. 
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The study team is analyzing the role of Title V commissions and the 
Appalachian Regional Commission, in implementing the Administration 
urban policy. It is beginning case studies on the delivery of 
federal community and economic development programs in specific 
communi ties. 

· ' 

Contact: Lester Salamon (395-5017) . 
' .  - - ,- . " .  ', . . . . . 

FOOD AND NUTJUT!ON POLTCY--To review the organi.zation of federal 
food and nu.tri tion policy in the following areas:· production, 
marketing and processing; research and education; int.ernation.al-. 
activities; commodity procurement and distribt:Ition; and conservation 
activities. 

· 

The project is developing, issue papers in the area of food process­
ing and distribution. The staff is meeting extensively with 
interest groups and agency representatives. 

Contact: Lester Salamon (395-5017) 

JUSTICE SYSTEM IMPROVEMENT--To study Fed�ral government activities 
d1.rected toward improving the justice sys·tem. 

Substantial court backlogs, high legal costs, the continuing 
problem of crime, and other weaknes·ses reflect the need for improve- ·.­
ment in the justice system. While the Federal government does not 
bear full responsibility for correcting these inequities, it does 
h ave a clear duty to make its own system a_ model and to encourage 
State and local governments to improve t'he quality of their justice 
systems. 

The President has .approved the establishment of a National 
Institute of Justice and the streamlining of the Law Enforcement 

.Assistance Administration (LEAA) • Consul tat ions with the appro­
priate members of Congress are continuing. 

Contact: Tread Davis (395-6113) 

LAW ·ENFORCEMENT-�To review all federal law enforcement missions, 
tasks and priorities. 

A final report is.being prepared. Comments on preliminary reports 
have been received from two-thirds of the 112 departments and 
agencies to which they were sent. Recommendations for improvements 
will be presented to the President this month. 

Contact: Tread Davis (395-6113) 

NATURAL RESOURCES AND ENVIRONMENT--To improve the organization of 
federal natural resources and environmental programs. 

Federal prog.rams in this area are dispersed among eight departments 
and agencies with 160,000 employees and more than $17 billion in 
annual expenditures. 

The study ha·s completed its basic analysis of federal natural 
resources and environmental programs. It is developing a series 
of recommendations for consideration by the President. 

Contact: William Harsch (195-5105) 
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* * * 

Those studies aimed at reducing the burden of government includ.«3: 

OSHA-WORKPLACE SAFETY AND HEALTH--To review jointly with the 
Labor Department federal efforts to improve workplace saf.ety. 

Hearings are being held in cities throughout the f:ountry. Work 
continues on an interim report. . . 

Contact: Stan Morris (39S-6176) 

SURFACE T.RANSPORTATION REGULATORY REFORM,...-An interagency task 
force, cha�red by the OMB and the Department o.f Transportation, 
is examining a range of options on ways to reform motor carrier. 
(truck) regulation. 

A· set of options has ·been developed and these are under 
cons.:j.deration. 

·Contact: Stan Morr.is (395-6176) 

PRESIDENT'S REORGANIZATION PROJECT 

Office of Management and Budget 

James T. Mcintyre, Director 
Harrison Wellford, Executive Associate Diredtor for.Reorganization 

and Management· 
Peter Szanton, Associate Director for Organization Studies 
Wayne Granquist, Associate Director for Management.and Regulatory 

Policy 
· 

Peter Petkas, Director, Project Management Staff 
Terry Straub, Reorganization Project Congressional Liaison 

White .House 

Richard A. Pettigrew, Ass.istant to the President for Reorganization 
Chri�topher J. Matthews (Contact: 456-6730) 
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THE.WHITE HOUSE 

WASHINGTON 

June 1.9, 197 8 

MEMORANDUM TO THE P•RES'illDENT 

FROM: FRANK MOORE 
BOB THOMSON·� h 

RE • .. LABOR REFORM - STATUS 

The. next, and almost certainly the last, cloture votH on labor 
re.form will occur Thursday at 3 :·0·0 P.M. The vote tomorrow was 
cancelled because of absentees (Sasser and Brooke). We are still 
one vote short. 

The targets are Chiles, Long and Bumpers. Senators Byrd, Williams 
and Javits will meet with all three tomorrow. Secretary ·Marshall 
will stand by to join the meeting,s if necessary. We may ask you 
on short Flotice to meet with any or all of them during the next 
48 hours. 

Our trading stock is the equal access provision and a "guarantee" 
tha.t the final bill emerging from Congress will be no· tougher 
than the Senate bill. On equal access, labor will push foor weak­
ening modifi.cations, but in the final analysis will accept 
e1llimination of the provision entirely. As for the "guarantee", 
it appears labor will agree to push for House acceptance of the 
.Senate bill, thereby eliminating the need for Senate consideration 
of a conference report. 

If concessions are made on the bill, they should be made by labor 
in bargaining sessions with the target Senators. Our role should 
remain that of a catalyst. We must also be prepared to consider 
requests not directly related to labor �eform. 

We are within one vote of defeating the most expensive and 
powerful lobby ever mounted against a bill in the nation's 
history. Our attitude should remain upbeat and positive. We 
still believe we· are going to win. 
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THE WHITE HOUSE 

· WASHINGTON 

June 19, 1978 

Charlie Schultze 
Jim Mcintyre 

The attached was returned in 
the President's outbox: It is 
forwarded to you for appropriate 
hand�ing • 

Rick Hutcheson 

RE: REGULATORY REFORM 

. ....... , . 

. .... .. 
,. 
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THE SECRETARY OF COM.MERCE 

WASHINGTON, D:C. 20230 

May 2.6, 1.978 

MEMORANDUM 

FROM 

SUBJECT 

JUANITA M. 

REGULATORY 

In our recent conversation, r noted t.he import•ance of a 

comprehensive regulatory reform effort, if we -are to hold 
down costs and prices. You will recall asking me to send 
you a memorandtlm on the subject. Accordingly, I surnrnariz.e 
below the extent of current regulatory reform efforts and 
suggest an overview of all regulatory -activity. 

Current Regulatory Reform Efforts 

The Administration has taken significant actions to improve 
Government regulation. Directed mainly at solving problems 
with individual regulations. and programs, our efforts have 
not yet focused on the overall impact of regulation on the 
general performance of the economy, nor on our ability to 
fight inflation and reduce unemployment. 

A comprehensive regulatory reform effort should have three 
-components. The first should concentrate on individual 

regulations and the problems they create in terms of 
compliance, costs, paperwork, and seemingly arbitrary in­
consistencies. The second should aim at improving the 
coordination and management of entire regulatory programs. 
The third should try to understand -and report the collective 
consequence of all major regulations on economic performance. 

The Need for an Overview 

We are making progress in improving individual regulations 
and regulatory programs through implementation .of your recent 
Executive Order. In addition, the Regulatory Analysis Review 
Group, chaired by the CEA, has begun reviewing individual 
regulations and making suggestions for their improvement. 
But the Regulatory Analysis Review Group is a limited effort. 
It lacks an institutional mandate, a senior official devoting 
full time to the undertaking, and adequate staff. Most 
importantly, it has'no clear authority to pursue the issue 
of broad regulatory reform. 
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Assessment of the economy-wide impact of regulation co-ntinues 
t·o be· inadequate. R�gu.lations affect illflation, productivity, 
industrial location' investment patterns', and the nature and 
direction of technological change. And t:Q.ey are frequently 
inequitable, especially for smaller firms and localiti�s .. 

�ec:ent e·stimates suggest that the nation 1 s total regulat·ory 
costs will increase from about $60 billion in 19'76, to over 
$100 · biil.ion ill t.he coming ye:ar. If so, t.he 1979 reg·ulatory 
costs would equal .5 percent of GNP. 

· 

The impact of these ·cos'ts on productivity, and thus on 
inflation, is greater than we have recognized. A recent 

. Brookings s.tudy shows that the e.ffect of expenditures for 
environmental, safety and healt:P regulations and for crime 
prevention - ·in place s.ince 1968 - was to reduce productivity 
growth by 20 to 25 per.cent :in 1975.. These data point up the 
need to view .regulations as a major factor i.n economic policy 
an�d to improve ou.r control of the Federal regulatory system. 

We know the size of t.he Federal budget; we know the amount. of 
-Federal revenue foregone because of special interest tax 

concessions; we can track reasonably well the size of the 
·moRey supply. BU:t we need t-o broaden and -deepen our under­

standing -of the full economic impact of regulation. We ne.ed 
to develop an-overview which relates regulatory activities to 
economic policy and enables us to mesh regulatory objectives 
with those of employment, price stability and economic growth. 
In· your words (in the .1978 Economi.c Report), "We need to find 
a way to .set prio·rities among regulato:ry objectives and under­
stand more fully the combined effects of our regulatory actions 
on the private ecqnomy." 

· 

A Coordinated Approach to Regulat:ory Refol!m 

Gaining an overview and improving con;trol of t_he regulatory 
system will demand sustained work, as well as broad and 
balanced perspective'. For these reasons, I recommend that you 
designate a senior o-fficial wi thiri 'OMB; possibly an associate 
director, to supervise anq coordinate t·he Administration 1 s. 
effort. Aided by. a small profet3sional staff., this official 
could convene an analyt·ically-oriented task forc.e� drawn from 
ExecU;tive Departments and Agencies. · · 

· ·  

The task force could further regulatory reform in three ways. 
It could: 

· 

o Systematically collect and analyze complaints and 
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suggest�ons about regulations, i.e., serve as a 
regulatory ombudsman._ This would help us· t·o 
ident·ify problems that seem un1ique to parti�ular . 
regulations but are actually common to most · 

regula tory ,programs .. 

o Develop a framework for regulatory manag.ement and 
accountability. Here, I believe we should consider 

. a regula tory budget. The budget would show all 
Federal expenditures for regulatory activities, 
along with private sector costs of compliance�-
Such a budget would also provide a framework 1:;o 
evaluate the cost-effectiver1ess of regulatory 
activities and to assess regulatory priorities. 
Once costs are established, the· regulatory.agencies 
would have strong incentives to improve estimates 
of the benefits of regulation, which in many cases 
will exceed the costs. The point is that a 
regulatory budget will initiate a. process that 
will directly improve the measurement of costs,_ 
which in turn.will lead to improved benefit 
measurement and an assessment of the overall impact 
o.f regulations on the economy. 

o Explore .alternatives to conventional regulatory 
methods.. I believe there are cases where we can 
achieve our regulatory objectives more effective�y 
without mandatory rules. · Alternative means includ.e 
voluntary industry-developed standards, financial 
incent.ives, and labeLimg and· other disclosure 
mechanisms. to alert wo-rkers and product users to 
potent:ial risks. 

' · 

Such .a task will require considerable t.ime,. but· all· the more 
reason to begin the work now. For that rea_son; I believe we 
s.hould put this program or parts of it in place before-. any 
public announcement is made:, 

The Department of Commerce would en thusiast:ically support such 
an initiative with technical and staff �ssistance. Please let 
me know if you would like me to develop these ideas further. 
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SUMMARY OF STAFF COMMENTS 

- ·Jim'Mcintyre points out that the EOP reorganization created 
an Associate Director for Management and Regulatory Policy 
(Wayne Granquist) in OMB to concentrate on regulatory policy 

and paperwork reduc:tion. This staff has been working with 
CEA and DPS "to coordinate your overall regulatory reform 
program," with the following objectives: 

• OMB is focusing on the Executive Order on Improving Gov­
ernment Rec;ulations "as the basic tool for bringing sense 
and direct�on out of the regulatory mess." 

The Order requires agencies to identify all significant 
rulemaking actioas every 6 months. "Successful impl.emen­
tation of the EO is essential be.fore a regulatory budget 
can be developed. Before we can determine the private 
sector compliance costs of regulations, we must know 
which agencies regulate what actions in what sectors of 
the economy . " 

OMB is also attempting to improve the quality of new regu­
lations, eliminate overlap among existing regulations, cut 
down red tape and reduce paperwork. Mcintyre will be 
sending you a comprehensive report to Congress on paperwork 
reduction shortly. 

• CEA's Regulatory Analysis Review Group helps fight inflation 
by examining the economic effects of major individual regu­
lations. 

• The Administration is exploring alternatives to conven� : _ __ " 
tiona! regulatory methods • For example: air_linE! deregula­
tion; a DOL/OMB task force attempt._-�kC?- fifid"l�s_�-nurden­
some ways of protecting worker health and safety. · -

"Our actions so far have been the work of-only a few staff 
professionals -- approximately 5 in OMB, 2 in CEA, and 2 
Domestic Policy staff. The.refore, we need to increase 
department and agency involvement... By July 1, I will 
report on our plans for expanding our efforts and increasing 
the effectiveness of regulatory reform." 

- Charlie Schultze: "Secretary Kreps has put her finger on 
a very serious limitation of our current regulatory reform 
effort. ·I am convinced that major changes are required in 
the Executive Office structures designed to oversee reforms 
in the manner in which we regulate the economy • • .  We will 
not succeed in truly reforming the regulatory process until 



more pervas.ive changes are made in our whole process of 
·developing regulations • . •  The Executive Order that you 

signed in March is an important, but only an initial step 
in this direction." 

• At present, final authority to issue regulations is vested 
in agency heads -- but there are serious legal and politi­
cal difficulties to any review by the EOP. "We need to 
:find ways to require regulatory agencies to pay more at­
tention to economic concerns when developing regulatory 
proposals... We need to consider whether we can develop 
procedures analagous to the budget system" for setting 
government-wide priorities among regulations. 

• "The problem of long-run regulatory reform is not a matter 
of government reorganization." Schultze recommends that 
you ask OMB to create a small group, headed by someone 
prominent in the regulatory reform field, "to consider 
longer range alternatives to the current legal, adminis­
trative and procedural context in which regulatory decisions 
are made," and to report to Jim Mcintyre within a set 
period of time. 

- s.tu Eizenstat agrees with Secretary Kreps that the negative 
economic impact of the Federal regulatory burden is very 
severe, but questions some of her specific suggestions. 

• OMB already ha·s an Associate Director responsible for 
regulatory reform. "There is a serious question ·whether 
that office's regulatory policy staff is adequate to pro­
perly administer those portions of the Executive Order for 
which it is now responsible." Broader responsibilities 
would require more staff. 

• "-An overall coordinating rol.e for regulatory reform acti­
vities generally requires an official with greater stature 
than an OMB Associate Director; in effect, the Secretary 
is recommending a 'regulatory czar,' with coordinating 
or supervisory responsibilities regarding activities 
carried on by CEA, COWPS, as well as the line agencies, 
and in our· judgment that job could only be handled by a 
new Special Assistant to the President -- with a substan­
tial staf.f." Stu would not favor this. Instead, he 
recommends that OMB, CEA and DPS continue to work on the 
"very challenging" jobs at hand, such as executing the 
existing Executive Order. 



·•·Eizenstat agrees with Kreps that it would be a good idea 
to develop the concept of a 1 regulatory budget, 1 "although 
it presents enormous conceptual, administrative and poli­
tical problems." He recommends that you direct Secretary 
Kreps to take the lead in such an e.ffort, and "to report 
back to you soon with a plan for assessing and refining 
this concept." CEA, OMB and DPS should be involved. 

Stu cautions, however, that "agencies which will see 
themselves as likely victims of a regulatory budget 
process -- OSHA,.EPA, FDA and others -- as well as their 
constituencies -- may be displeased by such an effort." 
Nevertheless, Stu thinks that a low-key study, with approval 
on a "study-only" basis� is an excellent idea. 

• Stu also recommends that you encourage Secretary Kreps to 
e'xplore al te.rnatives to conventional regulatory methods, 
if she·. has._.resources to do the additional work. "EOP 
regulatory staffs are overtaxed by their current responsi­
bilities; a strengthened e.ffort would have to be conducted 
mainly by a line agency." 

• Stu observes that public concern about excessive regula­
tion is likely to gain momentum over the next few years, 
especially if the statistics presented in the Kreps memo 
are accurate. But more work needs to be done in explaining 
the issue, and particularly in explaining existing Adminis­
tration efforts to deal with the regulatory problem to 
the public. "One starting point would be to provide you 
with more useable material concerning the general impact 
of regulation on.the economy." 
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THE WHITE HOUSE 

WASHINGTON 

June 13, 1978 

MEMORANDUM FOR THE PRESIDENT 

FROM: STU EIZENSTAT {')__j 
. SI LAZARUS � 

SUBJECT: Kreps Memo on Regulatory Reform 

Secretary Kreps' memo has two points: first, that the 
negative economic impact of the Federal regulatory burden 
may be more severe than we or the public have recognized 
to date; and, second, that the Administration's regulatory 
reform efforts should be strengthened in several specific 
ways. 

However valid the estimates and studies on which Secretary 
Kreps' bases her conclusion that environmental, health, 
and safety regulations retard productivity growth by 20-

25%, it appears clear that she is right in concluding that 
the dimensions of this problem are very severe, indeed. 
Your public statements and your .programs--especially 
Charlie Schultze's program for regulatory analysis of 
significant new regulations--reflect your own commitment 
to aggressive action in this area. 

With respect to the specific suggestions Secretary Kreps 
offers for strengthening your regulatory reform program, 
we have the following reactions: 

1. Secretary Kreps recommends an Associate Director 
in OMB to supervise and coordinate the Administration's 
effort. OMB now has an Associate Director (Wayne Granquist) 
in charge of "Manag.ement and Regulatory Policy." His 
office has played a major role in developing such manage­
ment reform·initiatives as the civil service reform 
proposals and such regulatory reform initiatives as the 
Executive Order on Improving Government Regulations (E.O. 
12044) of March 23, 1978. There is a serious question 
whether that office's regulatory policy staff is adequate 
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to properly administer those portions of the Executive 
Order for which it is now responsible (sunsetting of 
outdated existing regulations and development of new 
regulatory procedures). Broader responsibilities, as 
suggested by Secretary Kreps, would require more staff. 
More important, however, an overall coordinating role, 
for regulatory reform activities generally, requires an 
official with greater stature than an OMB Associate 
Director; in effect, the Secretary is recommending a 
"regulatory czar," with coordinating or supervisory 
responsibilities regarding activities carried on by CEA, 
COWPS, as well as the line agencies, and in our judgment 
that job could only be handled by a new Special Assistant 
to the President--with a substantial staff. This concept 
has some appealing features, but we do not favor its 
adoption. In any event, it would require careful study; 
at this time, we believe the energies of OMB, CEA, 
Domestic Policy Staff, and other Administration regulatory 
reform staffs would be far better spent executing the very 
challenging action mandates contained in the Executive 
Order and in other regulatory reform efforts, sUch as air­
line and motor carrier reform legislation. 

2. Secretary Kreps recommends that a task force super­
vised by an EOP figure should systematically collect and 
analyze complaints--as a "regulatory ombudsman." We would 
reject this suggestion. A highly visible commitment to 
establish such an ombudsman would present enormous 
administrative and political problems to fulfill; the om­
budsman's jurisdiction would be amorphous and conflict 
with other officials and agencies and cause great internal 
confusion. Without substantial staff and strong Presidential 
backing (and continual involvement) , the ombudsman would be 
quickly perceived by the press and the public as a paper 
tiger, causing embarrassment for you. 

3. Secretary Kreps recommends development of the concept 
of a "regulatory budget." We think this is a good idea, 
although it presents enormous conceptual, administrative, 
and political problems, and will require very careful thought 
and consultation, before a workable legislative or administra­
tive program could be proposed.. .We believe that Secretary 
Kreps should be directed to take the lead in such an effort, 
and to report back to you soon with a plan for assessing and 
refining this concept over a period of several months. CEA, 
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OMB, and the Domestic Policy Staff should be involved, 
as well as other interested agencies. You should understand 
that agencies which will see themselves as the likely victims. 
of a -,regulatory· budget program -- OSHA, EPA, FDA, and 
others -- as well as their constituencies -- may be displeased 
by such an·effort� Even a study may prove controversial, internal­
ly and externally, and any proposals which result from the study 
will almost certainly be controversial. Nevertheless, we believe 
that the study, conducted in a low-key way, with your approval 
on a study-only basis, is an.excellent idea. 

4. Secretary Kreps recommends exploration of alternatives 
to conventional regulatory methods. Such efforts are now 
going on, on a piecemeal baSis -- for example, in the OMB-DOL 
Task Force on Workplace Safety and Health, which you established 
last August 5, and by CEA and EPA in connection with certain 
EPA programs. EOP regulatory reform staffs are overtaxed by 
their current responsibilities; a strengthened effort would 
have to be conducted mainly by a line agency, like the Department 
of Commerce, with EOP participation. If Secretary Kreps has 
the resources to do further work in this area, we would recommend 
that she be encouraged to do so. 

We would add one point to those made by Secretary Kreps. It 
is evident, from episodes like that through which we are now 
passing with regard to OSHA's cotton dust regulation, that public 
appreciation of the gravity and complexities of the regulatory 
problem is superficial. It also seems likely that in a year 
or two, if statistics like those presented in the Secretary's 
memo are accurate, public concern about excessive regulation 
will gain momentum. You have programs in place, under the 
Executive Order and Charlie's review group procedure, which 
can put you in a strong position to be seen as a leader of 
national efforts to grapple with the regulatory problem. But 
in order to implement those programs with sufficient vigor to 
make a strong record a year or two hence, it is essential for 
the Administration to explain the issue and its programs more 
thoroughly and dramatically to the public. One starting point 
would.be to provide you with more useable material concerning 
the general impact of regulation on the economy, such as that 
presented by Secretary Kreps, for use in appearances and 
speeches. 



THE CHAIHMAN OF THE 

C9 U'NCI:LOF ECONOMIC ADVISERS 

WASHINGTON 

June 3, 1978 

MEMORANDUM FOR THE PRES !DENT 

FROM: Charlie Schultze C�� 

SUBJECT: Kreps' memo on Regulatory Reform 

Secretary Kreps has put her finger on a very serious 
limi ta.tion of our current regulatory re.form ef·fort. I am 
convinced that major changes are required in the Executive 
Office. structures designed to oversee reforms in the manner 
in which we regulate the economy. Case-by-case efforts, 
such as the Regulatory Analysis Program, are essential 
poli.cing mechanisms. But we will not succeed in truly 
reforming the reg·ulatory process until more pervasive 
changes are made in our whole process of developing regulations, 
assessing their consequences, assigning and choosing among 
priorities -- as we do in the budge,t process. 

The Executive Order that you signed in March is an 
important, but only an initial step in thi.s direction. I 

believe w:ith Secretary Kreps that more ultimately must be 
done. However, before effective and permanent reform of the 
regulatory reform process is possible, some obstacles to 
economically sensible regulatory proceedings must be removed. 
For example: 

· 

--We need to find ways to require regulatory agencies 
to pay more attention to economic concerns when 
developing regulatory proposals. And we probably 
need to revise much legislation that virtually 
forbids regulators from pursuing the most reasonable 
regulatory solutions. 

--We must look at the procedures for reviewing regulatory 
proposals. Currently, final authority to issue 
regulations is vested in agencies' heads. There is 
no outside review, except under extraordinary .circumstances, 
and there are serious political and legal difficulties 
to any review by the Executive Office to enforce 
Presidential directives. 
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---We need to consider whether we can develop procedures 
analagous to the budget system for Federal expenditures 
for evaluating arid setting government-wide priorities 
a mong regulations. 

At this point, no one has very good solutions to any of 
these problems. The Commerce Department is undertaking some 
research in -this area, and we are discovering a great deal 
through the Regula•tory Analysis Program. However, I agree 
with Secretary Kreps that it would be extremely useful to 
establish within the Executive Office a group to consider 
long.er range alternatives to the current legal, administrative, 
and procedural context in which regulatory decisions are 
made. 

I have discussed this problem witfu. Jim Mcintyre. He 
agrees that the. following suggestion i·s quite consistent 
with his own views and objectives: 

(1) You should ask OMB to crea·te a small group, 
h headed by.an individual of considerable stature 

in the regulatory field, to take a long-range 
look at the problems of regulation. 

(2) I believe that this group should be given 
signif'icant prominence by reporting directly 
to Jim, perhaps by naming the head of the group 
a Special Assistant to t.he Director. In particular, 
the problem of long-run regulatory re.form is not 
a matter of g,overnment reorganization.. It 
involves, at first, a major analytic and research 
effort in developing data, devising. broad principles 
for reconciling economic and social objectives, 
and creating a new governmen.t-wide approach to 
regulation. 

(3) This group could be charged to report on the 
findings to the Director, and through him to 
you, within a set period of time -- perhaps one 
year or 1.8 months from its inception. 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

Jll\l 5 1978 

MEMORANDUM FOR THE PRESIDENT 

FROM: JAMES T. MciNTYRE, 

SUBJECT: Secretary Kreps' Memorandum on Regulatory Reform 

I agree with Secre.tary Kreps' observations on the importance 
of a broad, coordinated strategy for regulatory reform. In 
fact,· a number of actions she· suggests are already underway. 
It may be helpful to review our regulatory reform agenda and 
what we have accomplished so far. 

Last fall, as a result of the EOP reorganization, we created 
an Associate Direc:tor for Management and Regulatory Policy and 
set up a new division in OMB to concentrate· ori regulatory 
policy and paperwork reduction. This staff has been working 
closely with CEA and the Domestic Pol.icy ·staff to coordinate 
your overall regulatory reform program. This program has the 
following four obj ectives: 

1. Developing a framework for ma.na.gement and a.ccountabil;ity -
focusing on the Executive Order as the basic tool for 
bring.ing sense: and direction out of the regulatory mess; 

2. Fighting inflation -.:including the analysis of costs that 
must be borne by the public in complying with Federal 
regulations; 

3. Exploring alternatives to conventional ·regulatory methods -
including efforts to substitute competition for regulation 
in certain industries and.to find less intrusive ways of 
regulating, such as the use of performance standards in 
lieu of detailed government specifications; and 

4. Reducing burdens - including reducing needless paperwork 
and red tape. for businesses, State and local governments, 
individuals, etc., reducing regulatory uncertainty, and 
eliminating outdated regulations. 
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_Developing· a framework for management and accountability 

Your Executive Order on Improving Government Regulations can 
bring about the most fundamental overhaul in the regulatory 
agencies since the Administrative Procedure Act of 1946. 
The number of regulatory agencies and the pervasiveness of 
their regulations have grown dramatically, but because their 
budgets are small, they are• not often rigorously examined 
by the budgetary proces's. Yet their public impact is huge. 
The Executive Order add·resses this problem. in several ways : 

Accountability. Agency heads will be held personally 
responsible for their regulations. Authors of 
:�:egulations will have to sign them. Decis-ions that 
were often made several levels down in the bureaucracy 
will now undergo top-level policy review. 

Plain English. Regulators will take pride in the 
clarity of regulations when.held accountable for them. 
In addition, more meaningful public involvement will 
increase the clarity of government regulations. 

Sunse-t. Specific burdensome regulations will be 
identified for elimination or reform. Like ZBB, we 
wilL begin .to look .. not ·only at .new -regulations but :at 
the regulatory base- as well. 

Agenda. All s.igni.ficant rulemaking actions will be 
identified every six months. Tb•is ove-rview will allow 
the agency head to establish priorities and provide 
the public an early warning of the agencies' regulatory 
activities. This will provide an initial data base 
for assessing the cumulative impact on specific 
industries and economic sectors. 

Successful implementation of the Executive Order is essential 
before a regulatory budget can be developed. Before we can 
determine the private sector compliance costs of regulations, 
we must know which agencies re.gulate what actions in which 
sectors of the economy. On-going work on a regulatory budget 
should continue. We are working with the Busines.s Roundtable 
and Arthur Andersen on jus-t such a preliminary effort and will 
work with Juanita Kreps to coordinate these efforts. 

Fighting Inflation 
0 

The ·Regulatory Analysis Review Group, chaired by CEA, is 
examining in detail the economic effects of major individ­
ual regulations. Their initial targets have included 
such things as OSHA's proposed regulation of acrylonitrile 
and EPA's new regulations to prevent significant deterior-
ation of air quality. 
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I have asked Joe Califano to undertake a major review 
of the total costs which Federal regulations impose 
on hospitals and health care institutions and identify 
those costs that can be reduced. 

Exploring alternatives to conventional regulatory methods 

In the past, regulatory agencies have. followed a traditional 
pattern of establishing detailed rules for public behavior. 
Often, such heavy-handed Federal control is not needed to 
accomplish the desired end. We are working to correct this 
situation in several areas. 

0 

0 

Transportation re.form. Under the leadership of the 
Domestic Policy Staf.f and Frank Moore's people, the 
Administration has been pressing for the enactment of 
airline re.form legisla.tion this year. CAB Chairman 
Kahn has already begun to remove unnecessary regulatory 
controls. The results in terms of increased traffic 
and lower fares are already visible .• 

Our next targe.t is ICC trucking regulation and we are 
working closely with Senator Kennedy's s·taff to develop 
realistic proposals for reform. Their initial focus 
has been on the ·collective pricing activitie.s of 
trucking rate bureaus which unnecessarily inflate 
the c.ost of truck transportation. At the same time, 
we will reexamine railroad regulation to see if further 
reform is needed to balance proposed changes in 
trucking regulation. 

Workplace Health and Safety. The joint DOL/OMB task 
force is looking at le,ss burdensome, more effective 
ways to protect worker health and safety. For example, 
in its final report (to be completed in 90 days), the 
task force will explore the feasibility of using finan­
cial incentives and/or voluntary compliance as supple­
ments to existing regulatory methods. 

Reducing regulatory burdens 

In addition to improving the quality of new regulations, we 
are reviewing exis.ting regulation.s to eliminate overlap and 
duplication, cut down red tape and reduce paperwork. 
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The departments and · agenc:ies have, made significant reductions 
.in paperwork, particularly in student loans, ERISA and OSHA . 
. we. will forward a compr.ehensive report on these achievements 
to you and the Congress in two weeks� 

Thirty-nine departments and' agencies have identified regula­
tions fo:r review, and a·skec:l the public to name thos.e that 
are burdensome, otitd.ated, overlapping or conflict with other 
regulat·ions. Within resource constraints, we intend to pay 
.particular :attention to this part of your Executive Order .. 
We wil.l attempt to assume the ombudsman role proposed by 
Juanita Kreps. 

The ne:w Civil Rights reorg.anizat.ion will e·lim.inate much 
duplication, particu1arJ!y in the area ·of Contract Compliance .. 
lEn addition, EEOC is taking: steps to reduce regulatory 
uncertainty by focusing on face-to-face med iation in lieu 
of ·costly litigation to address civil rights disputes. Your 
recent drug reform legislation will als.o eli minat·e delay and 
uncertainty in new drug development. 

lE believe we have the elements of a far reaching regulato·ry 
reform str.a.:tegy in place. However, to succeed, the depart-
ments and agencies must support our four objectives and parti­
cipate vigorous.ly in efforts to achieve them. As Juanita 
Kreps suggests·, the department head·s· clearly share our concern 
about the importance of. regula.tory reform. Our actions s.o far 
have been the work o·f only a few staff pro·fess . .i:onals -- .appr;ox­
imat·e.ly 5 in OMB, 2 in CE:A, and 2 Domestic Policy staff. 
The:refore, :we need . to increase department and agency involvement. 
I intend to schedule a meeting soon with senior White House 
staff, Charlie :Schultze, Juanita Kreps, Mike Blumenthal, and 
other!:� to discuss strategy and staff· coordinatia.n. By July 1, 
I will report on our plaris for expanding our efforts and 
increasing the effectiveness of regulatory reform. 
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THE WHITE HOUSE 

WASHINGTON 

June 19, 1978 

Frank Moore 

The attached was returned in 
the President's outbox. It is 
forwarded to you for your 

information. 

Rick Hutcheson 

CONG. ALLEN 
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Mr • .  President.; 

THE WHITE HOUSE 

WASHINGTON 

At 5:51 this evening the White House Operator 

rec;eived word that Gong. Clifford Allen of 
Tennessee passed away. 

Thank you, 
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THE WHITE HOUSE . 

WASHINGTON 

June 19, 1'978 

Jerry Rafshoon 

The attached was returned in 
the President's outbox: It is 
forwarded to yoU; for appropriate 
handling. 

Rick Hutcheson 

PRESS CONFERENCE CRITIQUE 

ADMINISTRATIVELY CONFIDENTIAL 
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l\IEMORANDI:lM 

THE WHITE HOUSE 

WASHINGTON 

June 15, 1978 

�QNFIDFW'F.IAL 

MEMORANDUM FOR THE PRESIDENT 

FROM: 

SUBJECT: 

JERRY RAF.SHOON � 
PRESS CONFE-RENCE CR:ETIQUE 

I am bound and determined to get more order out of your press 
conference preparations and consequently the press conference� 
themselves. On our part we will; 

1. Try to schedule most press conferences in the 
afternoon and preced'e them w ith a free morning . 

2. Definitely have opening statements and briefing 
books to you by close of business the ni9ht 
be.fore. This does not mean midnight, but rather 
by the time you leave your office for dinner . 

3. Last min.ute urgent statements will have to be in 
by noon of the afternoon conference. 

Now . • • . •  for your part. 

I would give your press conference of June 14, a ''B". Not bad, 
but not your best. ·The handling of the Castro qt:testions was 
excellent; ·the handling, of the Proposi tion 13 questions was.� not 
so good. They were inverted; the last part of your answer should 
have been your first part . A question:: such as this should have 
been answered in a more thematic fashion; not getting into the 
financial details: of how the federal gove,rnment is going to 
respond to California's fiscal prqblems , but an answer that shows 
that yol:l have been trying to holdi the line on the budget and 
that the sentiment to cut government spending has been heard and 
has been a part of your administration (or at least a part of 
you personally) since you ran in 1976. 

���--:;_���-�,·�:�:;-;-.: r:;.: r.�: r.-::�.:::·�::-. .-�::.m� rAr&::�!r!a 

c:· .. �·:.�-:�·.: .. : :1 r ;::� r.·�- �-. .  ::. :� .'; ... )�;) 

��-.. -�·::�·::·--�
----·�._: �.::�·;_ >�-.. ... : .. -: [ ---·�:-_:· � :: \ �.�3.3" 
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You tend to answer in too much de.tail at press conferences. 
Your answe:rs should be shorter. I realize that means you'll 
riskgetting more quest1.op.s, but it also means that the people 
watching on television will not get _bored with you as they do 
when you give them an encyclopedia_of details. You are so 

_inundated with briefing books that you tend to give too much. 
I thin]s: itis a mistake and !·know the American people are 
not listening. Perhaps, if you get your books the night before 
you can.review them early enough so that you digest the informa­
tion for background and then you can have your answers down the 
next day. 

If we gan get:_o;_ori:acdecenb:::scheduie, of preparation for the press 
conferences, we sh01.1ld meet with you one hour before the 
conference for 30 minutes of Q&A and then 15 minutes of general 
discussion and then 15 minutes for 'make-up and relaxation. Then 
on the way over to EOB, it 'IA'ill be up to all of us not to give 
you any last minute things to think about. 

We need to give you some humor for your press conferences. They 
lack it. I will have someone .do timely humor for you to take 
or leave.. This will also be in to you the night before. 

I think it would be a good idea for you to play tennis following 
a press conference. Also, if you can do that early in the morning 
of a. press conference, it would help to relax you. I will take 
this up with the staff, too. 
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TO: 

FROM:. 

SUBJECT: 

. . , 
· . r 

THE WHITE HOUSE 

WASHINGTON 

19 June 1978 

THE PHES IDENT . 

RICK HUTCHESON'il.J... 
Memos Not Submitted 

c 

1. PETER BOURNE sent you a copy of ODAP's annual report. 

2. HENRY OWEN NOTE. "David Rockefeller, Bill Scranton and 
Hill Roth told me last night that they had heard 
nothing but praise for you from Trilate·ral Commission 
members who heard you Monday • • •  " 

3. GERARD SMITH MEMO. "Pursuant to your agreement with 
Geisel, I explained our new law to ·Foreign Minister 
SLtveira and his technical advisors this week.· It appears 
that Brazil will meet the law's conditions to permit us 
to supply their first power reactor, but prospects are � 

not bright for broader cooperation or for any change in 
their policy re ·going for a national full fue·l cycle 
capability." Brzezinski had no comment .. 

4. PETER BOURNE forwarded to you a memo from Paul McCleary, 
Executive Dir.ector of the ·Church World· Service, describing 
the recent visit of the Church World Service to Vi.etna·m, �­
and discus•sions with Vietnamese leaders. NSC had no 
comment on it. A copy has been sent to the State 
Department. 

5. JUANITA KREPS MEMO. ·"In its May 15 issue, Time Magazine 
incorrectly reported that I had been cri.tical o.f the . 

manner in which you handled Bert Lance. Thi� misstatement v 
causes me considerable distress as it in no way reflects 
my feelings. Time subsequently is.sued a retraction on 
J·une · 5." 

6 . SECRETARY BERGLAND MEMO reporting on his re·cent trip 
·to the USSR and Eastern Europe. ."I was struck by the / 

apparent desire of each country to improve bilateral 
agricultural relations with the US. This was especially 
true in the East European countries visited, but also 

. .... 



evident in the USSR. I was also struck by the extreme 
variability in Soviet grain output. Changes in weather 
can cause output to change from one year to the next 
by as much as 50 million tons or more. This suggests V 

that their import demands are likely to continue to be 
quite unstable, with important impacts on world markets • • .  " 

A more detailed summary o.f his trip is not submitted. 
A copy has been sent to NSC. 

7. JIM MciNTYRE MEMO reporting to you a violation of law 
by ·the Coast Guard, as required by law. 

"Obligations and expenditures were incurred in excess 
of the First Quarter apportionment for FY 78 in the 
Coast Guard Retired Pay appropriation. However, there 
is no violation of the amounts available in the appro­
priation." Secretary Adams· and Jim Mcintyre agree that 

_ / 

the Coast Guard has taken action to improve its manage- V" 

ment and control of Retired Pay funds to _preclude recur­
rence of this type of violation, and believe that dis­
ciplinary action is not necessary. 

8. SAM BROWN sent you copies of editorials from the 
Washington Post and New York Times praising the urban 
policy's Urban Volunteer Corps proposal. 

Brown states: "The neighborhood initiatives are 
getting favorable editorial comment and good coverage, 
particularly by the out-of-town press. Mary and I 

are continuing to travel and meet with mayors, neigh- / 

borhood groups, voluntary action organizations, etc. 
Their responses to the President's "New Partnership" 
have been very positive. We are· concentrating on 
visiting nid-sized cities, which are often neglected 
by Washington spokespersons." 
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THE WHITE HOUSE. 

WASHINGTON 

6/19/78 

TO· 

·For Your Information: 
----'"""---

\. For Appropriate Handling: �/ 
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Ia lON 
WASHINGTON. D.C 20525 

OFFICE OF 

THE DIRECTOR 

The President 
The White House 
Washington, D.C. 20.500 

Dear Mr. President: 

Jtine 9, 1978 

I. thought you might like to see the 
enclosed clippings. The neighborhood 
initiatives are getting favorable 
editorial comment and good coverage, 
particularly by the out...,of-town pre_ss. 

Mary and I are continuing to travel· 
and meet with mayors, neighborhood 
groups, voluntary ac·tion organizations, 
etc. Their responses to. the President's 
'iNew Partnership" have been very positive. 
We are concen.trating on visi t.ing mid-s'ized 
cities, which are often neglected by 
washington spokespersons. 

Enclosures 
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THE NEW YORK TIMES, SATURDAY, MAY 13, 1978 

. -------�=-�==-:..-::::::--·-·-· 

Action Goes Urban 
In a dashing foray, Sam Brown and Action have 

ridden in and carried away. $50 million of the Carter , 
Administration's new urban policy kitty. Mr. Brown 
heads Action. the Federal agency that runs the Peace 
Corps and other volunteer programs; the $50 million 
will now give it a role in local neighborhoods. It is a 
:;mall role in a program that is modest .to begin with, 
but it could represent a welcome infusion of creativity. 

Mr. Brown campaigned hard for the $50 million in 
neighborhood program funds. While· officials at the De­
partment of Housing and Urban Development hired 
well-known consul·tants to draft proposals, he enlisted 
old allies from the antiwar movement and· delivered 
fresh ideas to White House aides. 

The new funds will go for three purposes: Some $24 
million would help establish a volunteer service corps of 
).Jrofessionals-lawyers, .accountants, management spe-

. . . ·· � .. 

cialists-in 140 cities. Another $16 million would sta.t 
a "Good Neighborhood Fund" for small grants of per: 
haps $5,000 for clean-up and beautification· projects. 
The final $10 million is for neighborhood anti-crime: 
projects, including rape counseling and drug abuse 
treatment, which ·Action would manage together wiL 

· the Law Enforcement Assistance Administration. 
Action's involvement in neighborhood activity raises 

potential problems. Can the agency, for instance, di:. 
burse the small clean-up grants without creating tou 
much red tape while insuring that ·something geLs done? 
Moreover, expanding Action's domestic charter· wiii 
require legislaHon, but it ought to be enacted. 
Communities around the world have benefited from 
the idealism, vitality and skills of American volumeers; 
we're glad to see the Administration putting some more 
Action into American neighborhoods as well. 
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Tlnmtlny, May 4,1978 THE W/1SIUNGTON PO�T 

Neighborhood ACTION 
·A COUPLE of interesting proposals, intended to to assist neighborhoods that have seve.re crime prob-

. help more than 100 neighborhood groups lems. Neighborhood centers dealing with such things 
throughout the country, are being voted on today by as .alCohol or drug-abuse: treatment, counseling nf 
members of the the House Education and Labor Com� rape victims and suicide prevention would be given 
mittee. Already passed by the Senate Humari Re- small grants to strengthen their programs and to im­
sources Committee, they are amendments to legisla- prove their services, under the direction of local offi­
tion extending the life and budget of ACTION, the cials and communi'':· leaders. As in the case i:•f the 
fe9eral agency handling such volunteer-service voiti·riteer corps, Uris anthcrin•e effort wou:•l ne�•d 

programs as VISTA, Peace Corps and Retired Senior money to cover adrninistrative costs, though sonw 
Volunteer Program. One proposal, for an Urban Vol- of t.he tab would be picked up by the Law Enforce­
unteer Corps, would work this way:An ACTION staff merit Assistance Administration of the .Justice De­
member in a particular city would find 1) an account- . partl:nent. 
ant (let us say) who was interested in volunteering Ail told, the Urb;m Volunteer Corps and the anti· 
record-keeping and auditing services and 2) a com� criihe program would reach about ];/1 cities and co�;t 
munity group that needed those services-and then a Hille h�c,s than �:50 million (ACTION's current 

match the two. The group would receive professional budget for domestic activities is about $1 L3 mJI­

aecounting assi�tance, and the volunteer would he lioPJ. Almos t all of ACTION's dom-:st.ic pro�T:lms are. 
nh.\e to devote as much-or as little--time as the task based on the idea of lil::l!ching ccmmunity nc�r:ds to 
required. To cover the inevitable costs of managing the skllls of "profe:;��inn:ds," and Uw�c prnJ···;als <.tn� ...... 
this type of volunteer pro}!rarn, ACTION also prop- no exception.:rhe tlifJ."!·ence here :s thaL t!w Hvw at·· 

qx;es to create a Good Neigl!lior Fund, to pay for local tivities would allow iildividuals to vnlunteN � !Jc:lr 
tran.:;portation. materials., su .Pl'Hes and other .adniin- time, even if onl�· fnr a few homs a \veek. instead of 
istrative costs. pledgil1g themselves h! two full yc•ars Of volunh�r�l' 

The second proposal is callect-fotgive us-the service. Th:..ts an idea, in our view, worth support­
M�Iyor's Street-Level Anti-Crime Pll.ckage.lt is a plan ing. 
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THE WHITE HOUSE 

WASHINGTON 

June 14, 1978 

MEMORANDUM FOR THE PRES I DENT 

FROM: PETER BOURNEf.B. 

SUBJECT: ANNUAL REPORT OF ODAP. 

The attached report required by Congress 
summarizes the activities of the 
Administration in the drug field during 
existence of ODAP. 

PGB:ss 

Attachment 
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14 JUN 78 

T H E W H I T E H 0 U S E 

WASHINGTON 

FOR ACTION: ZBIG BRZEZINSKI 

INFO ONLY: 

SUBJECT: BOURNE MEMO RE VISIT BY CHURCH WORLD SERVICE TO 

VIET NAM 

++++++++++++++++++++ +++++++++++++++++++++ +++++++++++++++++++++ 

+ RESPONSE DUE TO RICK HUTCHESON STAFF SECRETAR Y  (456-7052) + 

+ BY: 1000 AM FRID AY 15 JUN 78 + 

++++++++++++++++++++ I II I II I 1�1 I I I II I I++++ +++++++++++++++++++++ 

ACTION REQUESTED : YOUR COMMENTS 

STAFF RESPONSE: ( ) I CONCUR. ( ) NO COMMENT. ( ) H OLD. 

PLEASE NOTE OTHER C0�1ENTS BELOW: 

"\ 



THE.WHI·TE HOUSE 

WASHINGTON 

June 13, 1978 

MEMORANDUM FOR THE PRESIDENT 

FROM: PETER BOURNE 'P. 8. 

SUBJECT: VISI.T BY CHURCH WORLD SERVICE TO VIET NAM. 

I have the highest regard for Paul McCleary, the 
author of the attached memo. While the political 
realities preclude much shift in our policy towards 
Viet Nam, I feel that the memo contains sufficient 
new information to warrant your seeing it. 

PGB:ss 

Attachment 



NATIONAL COUNCIL OF THE CHURCHES OF CHRIST IN THE UNITED STATES OF AMERICA 

CHURCH WORLD SERVICE 
47 5 RIVERSIDE DRIVE, NEW YORK, NY 1 0027 

cable DOMINICUS • RCA Telex 224579 • TWX 710-581-5981 

Kirk G. Alliman 
Assistant for Emergency Res ponse 
(212) 870-2423 

MEMORANDUM 

Paul F. McCleary, Executive Director (212} 870-2257 

Office of the Executive Director 

June 8, 1978 

President Jimmy Carter 
Secretary of State, Cyrus Vance 

Re: Vietnam Trip 

From: Paul F. McCleary, Executive Director, Church World Service 

M idge Austin Meinertz 
Assistant for Development 

(212) 870·2454 

We have just returned from 16 days in Vietnam in connection with delivering 

10,000 tons of wheat from American churches. While there we met with Prime 

Minister Pham Van Dong; Deputy Foreign Minister Nguyen Co Thach; Xuan Thuy; 

Ministers of trade, education; deputy ministers of agriculture, food and 

foodstuff; leadership of Ho Chi Minh City. 

Based on our conversations with Vietnam leadership, we feel their position 

vis a vis normalization of relations is flexible and shows readiness to 

resume discussions. 

A. First, they are interested in proposing, as you know, an inter-

mediary step which would essentially serve to postpone post war aid and 

establishment of diplomatic posts. This step, the exchange of trade 

relations, would be in keeping with historical precedents of both the 

US, e.g. with Soviet Union and China, and of Vietnam, e.g. France, Japan, 

etc. In all cases trade p�eceded· establishment of embassies. We were 

not able to confirm recent reports in Far Eastern Economic Review indicating 

A Program of the Division of Overseas Ministries 
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a report from a third world diplomat that Vietnam had agreed to drop three 

point paraB,el position including agreement on post war aid. In fact that 

report was specifically denied. It seems to stem from a misreading of the 

above position. 

-we have reason to believe that a new Foreign Minister may be named at the end of 

this year and that the candidate most likely to succeed willtbe Nguyen Co Thach 

presently Deputy Foreign Minister with responsibility for the West. We feel 

this is of great significance. 

B. Vietnam seems eager to negotiate a settlement of the Cambodian 

border conflict and appears genuinely distressed over this outbreak of 

hostilities. They have agreed to provide for the more than 100,000 refugees 

who have taken refuge on the VN side of the border, are making sacrifices in 

what little food is available to accomodate not only Cambodians but also 

Vietnamese evacuees as well, who have had to be moved from border areas, 

creating overcrowding conditions in towns further inland. Rations have 

been cut by people in provinces affected to accomodate extra population. 

UN agencies are studying situation and seem positively impressed with need to 

provide immediate relief. Their decision to aid, refugees and evacuees with 

food, clothing and medicines should be forthcoming in the next month or two. 

In the meantime, Vietnam has created at least 7 refugee centers, where people 

are able to grow their own crops. They have invited voluntary agencies to 

assist with relief supplies. 

C.. We were able to con�irm the continuing need for food pending 

the success of their plan to become food self-sufficient by 1980. Authori­

ties confided that it probably won't be until 1985, however, because there 

is a new o:bstacle to the harvest: a pest epidemic resulting from use of 

left over American high yield seed which was developed for use with fertilizers 

and insecticides, both of which are sorely lacking. While Vietnam has been 
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able to purchase or borrow significant quantities of grain, Westerners, resi­

dents in Hanoi, indicated that the 1.8 million ton shortfall is down to 400,000 

tons and projected to drop to 200,000 tons next year. That will of course depend 

in part c:m success of,, next harvest. However, all state planning has been 

modified to put agriculture at the #1 priority for all sectors. None of these 

figures includes any reserves for emergencies. The present harvest is 16 million 

tons for this year and 21 million is projected as necessary by 1980. This 

includes at least 3 million tons in supplementary crops such as maniocisweet 

potato, wheat. As much as 30% of the rice ration is· now taken in tuberous 

plants. Additional food is clearly needed, and is welcome on a bilateral 

basis as grant or loan, as well as through international agencies. One reason 

for some of the exodus of persons clearly stems from lack of food. 

D. We met with a variety of western businessmen in Hanoi prepared 

to sign contracts for long-term credits, technical assistance and production 

of machinery for energy, farming and manufacture. American businessmen in 

Hong Kong Chamber of Connnerce, preparing for trip to Vietnam in June. appeared 

eager to make business offers but frustrated because of embargo. Meanwhile, 

franchises for oil exploration and production are going to Western European 

countries. 

E.. Conversations with authorities as well as local population indicated 

that the recent economic transformation, i.e., the inventory of those 

controlling buying and selling of food, stocking consumer goods was aimed 

at lowering prices, releasing needed connnodities for public use and breaking 

up parallel economy which prevented even distribution of available food stuffs. 

Monetary conversion had same goal. 

F. ·Conversations regarding relations with China demonstrated distress 

at·hostilitybetween peoples of Vietnam and China, interest in resolving 

problems through negotiation, and concern that Vietnam's independence, for 

which they have struggled over the many centuries, be preserved. They are 
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as eager to be independent of the Soviet Union as of China but fear that not 

many are interes.ted in seeing them attain that independence. 

G. We also spent significant time in discussions with religious leadership, 

visits to new economic zones where we met with and spoke priva·tely with former 

ARVN officers recently returned from re-education centers, we walked alone 

throughout Saigon and Hanoi and had sufficient command of Vietnamese and French 

to be able to speak with many persons. 

H. For the first time an American agency was asked to consider sending 

North American personnel to assist in technical assistance, especially in 

teaching English. This is in keeping with Vietnam's many requests for·American 

experience especially in field of solar energy, early childhood education, 

educating the culturally deprived etc. There is no doubt about their admira­

tion of and interest in the American experience in many fields. 

I. We feel that it is in America's greatest interest to.begin some 

contact with Vietnam especially in trade, and in provision of food to prevent 

further disruption of persons, especially those who worked on US side and are now 

being hurt by continued US embargo, and we:will gladly share our views and 

findings with you at your convenience. We feel the situation is nearing 

a danger point and ser.ious consideration of policy review at this time is in 

order. We hope we can be of some assistance in shedding light on such a 

search for a creative program.· 

PFMc:dbg 
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THE SECRETARY OF COMMERCE 

WASHINGTON, D.C. 20230 

June 15, 1978 

Dear Mr. President: 

In its May 15 issue, Time Magazine incorrectly reported 

that I had been critical of the manner in which you 

handled Bert Lance. This misstatement causes me con­

siderable distress as it in no way reflects my feelings. 

Time -subsequently issued a retraction on June 5. In an 

effort to set the record straight, I am enclosing a 

copy for your information. 

Enclosure 

The President 

The White House 

Washington, D. C. 20500 

Respectfully, 
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Letters 
justments-perhaps a group ofthree peo­
ple should hold the Chief Executive's job 
(one man and two women)-we will re­
member Carters efforts to govern, as the 
last one-person President, as valiant. 

Patricia M. Black 
Nutley. N.J. 

Are we "destroying" President Car­
ter? I hope so. 

John W. Jones 
Houston 

The populist who tries to please· ev- . 
eryone winds up .pleasing no one. 

M. Robert Pag/ee 
Moorestown. NJ. 

Stephen·C.,Power 
It's great to live iD. a country that per- Walter F. Sacko. CLU & Assoc. 

mits us the freedom to heap unlimited 1101-17th StreetNW'Suite 703 
criticism upon our leaders, but· <lon't you Washington, DC 20036 
think we are abusing _the privilege_ a bit Call:•(202) 659-1700 
too much? .... ·" ·�· - · - · - . .. _ 

Mr.Power'isafinancial security _.,_. (Mrs.J Geraldine Gibbs . specialist with an innovative 

T
+:::::::=::::::::::::::::::Oa=k

=
R:a:r:

bo
:
r.
:
.:a:'h:io:-f--jh 'approach to insurance planning. 

We commend him .for the pro­
feSsional ability and the extra 

/ TIME reported that "Commerce Sec­
retary Juanita Kreps blasted [President] 

.Carter's handling of the Bert Lance af- · 
fair" [May lS]. This statement is not true, 
and I would appreciate your setting the 
record straight. 

- Ernest A. Lotito 
Directorof Public A/fairs 

U.S. Department of Commerce - - Washington, D.C. 

Lotito is correct. It was Agriculture 
"""'"'"t.arv Bob Bergland who called for Bert 

s resignation. 

Bravo, Jimnty_! A man with the guts 
to say it likeit is'to.doctors and lawyers 
[May 8), he has justified ri:�-y :vo��·' 

John K. Burkley · 
.Cuyahoga Falls. Ohio : 

I would trust my lawyer more than I 
trust Carter's bariker-Bert Lance. 

David F. Cargo 
Lake Oswego. Ore. 

Powers-Abel Revisited 
As general counsel of the Central In­

telligence Agency at the time ofthe Pow­
ers-Abel exchange, I have personal 
knowledge of that episode, which is �en­
tioned in your story on the recent pris­
oner-swapping triple play [May 15). 

You say Wolfgang Vogel negotiated 
the exchange of Powers for Abel in 1962. 
This is inaccurate. The negotiations were 
begun by James B. Donovan,· the lawyer 
who had defended Abel in court and had 
kept in touch with him in prison. Con­
stantly keeping in touch with me, he car­
ried on a subtle correspondence with 
"Mrs. Abel," leading up to a series of 

effort that makes him one ofState 
Mutual's outstanding men. 

'STATE MUTUAL 
- OFAMERICA 
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THE SECRETARY OF TRANSPORTATION 

WASHINGTON, O.C. 20590 

MAY I 5 1918 

FOR YOUR INFOPJ•l.'n.TION 

MEl-iORANDUM FOR THE PRESIDENT 
Attention : Staff Secretary 

FRO!-!: Brock Adams 

SUBJECT: Violation of An tide ficiency Act 

Aft 
!i 

/ ·.f,.---l\�51" ... t:Y� 

This report of Antideficiency Act violation by the U.S. 
Coast Guard is submitted in accordance with the 
provisions of section 3679 of the Revised Statutes , as 
amended (31 USC 6 6 5) . 

The attached report discloses that obligations and 
expenditures were incurred in excess of the First Quarter 
apportionment for Fiscal Year 1978 in the Coast Guard 
Retired Pay .appropriation. Hmvever, there is no 
violation of the amounts available in the appropriation. 

After consideration of all the circumstances, I have 
accepted the Coast Guard's recorrunendation that disciplinary 
acfion is not necessary. - The Coast Guard has taken action 
to improve its management and control of Retired Pay. funds 
to preclude recurrence of this type of violation. 

Reports identical \,·ith the attachment have been made to 
the President of the Senate an_d the Speaker of the House 
of Representatives. 

Attachment 

.
. ..  

-
..__ 



:'FORM OF 
- DOCUMENT. 

Letter\ 

Menri 
. :'' -� 

MeiiO · ·-

Minutes 

. ·? " 
... : �.:' .·- ., . .. 

: . .. . 

FILE LOCATION -· · 

WITHDRAWAL SHEET (PRESIDENTIAL LIBRARIES) 
. . .. 

CORRESPONDENTS OR TITLE 

R�rt of Defici� Act violations,3_ pg. 

,Gerard Smith 'to �es. Carter,. 1 pg. , . re: Reactors . ' - ' . . 
. . 

PM callaghan to Pres. carter, w/attachments 4 PP· I 

re:Correspandence w/Foriegn Head-of-State 

Henry OWen to Pres. carter, w/a·ttachments 11 pp.,. 
re:r.eg'islati ve constraints on Foriegn Assistance ._ 

Mcintyre & OWen to Pres. Carter, ·w/attachments 16 pp., 
re:Aid to Caribbean/Letters to Foriegn Heads-of State 

Cabinet Meeting Minutes, 9 pp. 

DATE f'!ESTRICTION 

6/15/78 .. ·. ' 

---�·-=---� 
. . - .. c • .  ) n.d. 

.-...:.....___.--· �;..p;�-__ -t_ ---:.,- A . 

6/17/78 

6/15/78 

6/15/78 

6/19/78 

A 

A 

A 

A 

Carter Presidential Papers-Staff Offices, Office of the Staff Sec.-Presidential 
Handwriting File 6/19/78 [2] Box 92 

RESTRICTION CODES 
. . . .. · . . ;· · 

LA) closed t)y' Executive Order 12356'governing access to national security information: 
16) Closed by statute or by the agency which originated the-document. . 
I C) Closed in accordance with restrictions contained in the donor's deed of gift. _ . - ·  

. ·  . .. · '  NA FORM 1429 (6-86) 



f·!.· ' 

·.: :t .. 
·.� . 
,. 

.i: 

·.·· ·.� ·. 

•· 
:. 

.:::.·· ... : 
' . 

1 (� 
. ,•. . . 

·�. . . 

o-fficE 
ofdRVG 

· AbUSE 
policy. 

197'8 
ANNUAl 
RIEpORT · 



<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



